


_UXURY SUV OF THE YEAI 
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| The BMW X32, awarded Luxury SUV of the Year by Bloomberg UTV Autocar Awat 


" technological innovations, such as xDrive - intelligent all wheel arive systen 
! terrains, Brake Energy Regeneration, 8-speed automatic transmission anc 

in terms of DOWET, pert mance and tuel consumption. In addition, intelligent feature 
| Panoramic Roof provide agility, safety and a breathtaking view, making the BMW X35 
. To test-drive or to get more information, contact your local Authorized BMW Deal NWV j 
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THE BMW X3. 

BMW EfficientD 
iclentDynamics 


i Less consumption. More driving pleasure. 
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The BMW X3 





Authi rizec BMW De iler: 


North: Chandigarh: ! iton i Delhi; B 


Jaipur: NENT | SIC +Y 141 408 Ludhiana f N 
South: Bangalore N M Ra il EO 


IT 
Calicut: Plat !1 495 669 6666. Chen: 
Hyderabad | i I0 4465 I Kocl 
East: Bhubaneswar iL Pr je +91 674 644 Ai Kolkata j 
West: Ahmedabad: ilt M | 2684 Goa id 
Mumbai: Infinity Cars +9 Nagpur 
Pune: B | n» Surat Motors +91 24 
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www.facebook.com/bmwindia 
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As a father, | play many rt 
—.. But my most important ro 
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From being a teacher, a chef, a coach to being a true friend, there are many roles a father plays for his chia 
But the nost important of them all is that of a protector. 


'Ne at Aviva understand this and offer complete protection for you at every stage in life. 


Aviva i-Life - An online insurance plan that provides life cover at a very nominal 
cost, as low as € 22* per day for a 7 1crore worth life cover 


Aviv. LifeShield Advantage - A protection plan that provides life cover with a 
guar inteed return of premium on survival 


A. iva LifeShield Platinum - A versatile protection plan with an option to secure a 
rc.3ular income for your child, even if you are not around 


-se from the above range of Aviva Protection Plans and live up to your most 
oortant role, always. 


3 “PROTECT” TO 5676737 or log on to www.avivaindia.com 


BBDO, Aviva wi 





VA & | 
tection AVIVA 
ns Life Insurance 
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+ is a subject matter of solicitation. Aviva Life Insurance Company India Limited (Regn No.122). For more details on risk factors, terms and conditions please ! 
— + sa haat. «338682003. Auiwa | ifaShield Platinum UIN: 122N089VO01. Aviva LifeShield Advantage UIN: 122N081V01. * For 30 year old male, wit! 





OPENS PRE SIS — 


t was a bracing week: | started and ended it with conversations with honest 

men whose cleanliness shone through. Both had had something to do with 

‘national resources’ up in the stratosphere or deep down beneath the sea- 
bed. There is much financial skullduggery afoot, but we have not run out of 
sentinels. and good corrective steps are being taken. If you shut out the white 
noise from the shriek shows on primetime television and the Cassandras who 
swear we are tumbling towards economic damnation, there are things to cheer 
vourself up with. Remember Kisan Bapat Baburao Hazare? He was a fixture on 
daily (and nightly) news until other diversions popped up. Well. Anna Hazare 
has been voted No. 1 in the 100 Most Influential People in Business Ethics for 


2011 by the Ethisphere Institute in New York ifor the full list go to http://bit.ly/ : 


ethicslist). By the way. not a single Indian name figures in Ethisphere’s list of 
the world’s 110 most ethical companies. Ethisphere says ethical companies 
have consistently done better than the S&P 500 index since 2007. Honesty does 
pay. At home. a study by Ambit Capital says that 75 Indian companies in the 
BSE 500 that are considered to be ‘politically connected’ have fared worse than 
the rest of the market since April 2010. Clearly, investors with their ears cocked 
to the rising outrage over corruption are voting with their wallets. 

For some investors like Norway's Telenor or Russia's Sistema, the Supreme 
Court's February 2 verdict on 2G telecom licences was like a fragmentation 
grenade thrown into a crowded marketplace. Telenor has already written down 
$721 million, and the UAE's Etisalat $827 million. There will be long-term re- 
percussions, and some of them could affect future decisions by overseas inves- 
tors in other areas, too (see Sunny Sen's reportage on page 36. and lawyer 
Arvind Datar's analysis on page 42). The court ruled that "the invocation of 
first-come-first-served principle has inherently danger- 
ous implications" in the granting of licences or the use 
of public property and stipulated that 'scarce natural 
resources’ like spectrum should always be auctioned by 
the State. Is that always advisable: 

While we are on the subject of investors, don t forget 
to read our first-ever study of India’s best private equity 
and venture capital funds, crafted over several months 
with the help of a group of experts by Associate Editor 
Shalini Dagar, from page 100. 

The Aadhaar project is the world’s largest and most 
ambitious attempt to tag hundreds of millions of people. 
Besides important information about Indians, it will also 
store their biometric data. It is controversial even within 
the government and has raised privacy concerns, But 
there is no doubt that it will create gargantuan vistas for enterprise and con- 
sumer applications, smoothen financial transactions for millions of India's 
unbanked villagers, and spawn an ‘app store for development’. Associate Editor 
Shweta Punj spent weeks researching her report and travelled to Jharkhand to 
document Aadhaar's first field tests. Read all about it from page 48. 

February and March are when most Indian companies gear up for annual 
performance appraisals and salary reviews. This year. with the economy slip- 
ping down one gear after another and some pink slips showing. we were all the 
more interested in why people like the companies they work for. Senior Editor 
Shamni Pande orchestrated our annual B1 -Indicus-PeopleStrong survey (page 
62) of India's best employers, and discovered all over again that young people 
don't necessarily look for money ~ the intangibles also matter. like the culture 
of the workplace and the opportunities for advancement and learning. Not 
forgetting the fun ~ don't skip over our photo-feature on India's most pampered 


employees starting on page 56. 
was 
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and in "human" terms 
across today's social 
networking channels for 
unsurpassed management 
and ease of use of your 
enterprise network. 
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Watch video interviews oft HR heads of othe |! businesstoday.in 

firms that figured in the Top 10. and read full pe-vc-ventureast, 

transcripts of the interviews P business- - — decal 

today.in/employers-others | di 

. Read Associate Editor 

rs Dagar s blog posis 
. of what went into the story b 
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DL and listen to audio Clips from Shweta Punjs interview of 
‘bout the UID project » businesstoday.in/uid 











Uma Asher E. Kumar Sharma 
Word Surround 
Mentality Sound 
Indianisms of the past two weeks - Hyderabad event aims to 
Tell and Dispose Off. empower women in business. 
businesstoday.in/uma businesstoday.in/kumar 
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Anand Adhikari 
Making Sense 


Stock tips from commuters on 
the Mumbai local. 
businesstoday.in/anand 





N. Madhavan 
Chatterati 


What an Israeli attack on Iran 
might mean for oil and India s 
interest rates, €3 


businesstoday.in/madhavan 


Kushan Mitra 
Occasionally 
Productive 


Gunning for speed in a Mercedes 
Benz performance car. €? 
businesstoday.in/kushan 





Taslima Khan 
startup 
Today 





A start-up — Freecharge — 
on its strategy for taking 
charge of the online 
recharge space, 
businesstoday.in/taslima 
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International City, an upscale villa comm 
yet another testament of Sobha Developer: 
in quality - from conceptualisation to complet 


CREATING METICULOUS DESIGNS 

The Sobha Design Team, with a keen eye for 
integrates the residents’ functional requiremen! 
environmental considerations creating 
lifestyles. 


GERMAN EXPERTISE AT WORK 

Executed by a team of skilled technicians an 
engineers, trained at the Sobha Academy 

under German quality supervision & using specia 
German tools, the quality delivered is unma 


DETAILS MAKE THE DIFFERENCE 
Sobha's conviction to create world-clas: 


India has brought forth its culture of commitment thi 
finer subtleties which translate into a great 
experience. 


IN-HOUSE INFRASTRUCTURE TO 
DELIVER QUALITY 

Factories of concrete blocks, wood workir 
metal works with continuous Value Engines 
complete control over quality and timely dt 


PROVEN 44 MILLION SQUARE FEET TIMES 
Having delivered 270+ projects across 20+ Ind 
Sobha Developers is indeed transforming the wa 
people perceive quality 


OWN A VILLA AT INTERNATIONAL CITY 
AND CREATE A LEGACY THAT LASTS. 





Loc 2ted at just a 10 minute drive from IGI Airport, 
inte ational City offers villas available in 692, 500 & 400 sq. yd. 


y few presidential villas of 400 sq. yd. available, 
aing at X 5.19* crs. 


international 
C 


| N.ANTERNATIONALCITY.IN gurgaon 


5 BEDROOM RESIDENCES | DOUBLE HEIGHT LIVING SPACES | FRONT & REAR LAWNS | VRV AIR CONDITIONING | CENTRAL WATER HEATING | PREMIE! 


. ^ CALL TEXT EMAIL 
CHINTELS QVC 'SOBHA' S NCR@SOBHA.C 
ndi. RAT ue di 880 099 3066, 880 067 8866 SOBHA' TO 57333 SALES.NCR@SOBHA.COM 
panse No- 190 of 2008 did, 22.11 2008 e Piotted colony - Area 149 093 acres e Dmg No. D L.C P. - 2555 did. 8.6 201! * Total plots 840 nos. Licence holder M huritess Mna ftot. ar 
rool, Nigh school, nursery school (3). Community centre, gsoensary and creche witho the township. e The detis of the approvals may be Checked a! the office of the 
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companies within their 
own work sectors 


COVER BY KAPIL, PHOTOGRAPH BY VIVAN MEHRA 


BT makes it easy to get What is 


photos and text from diced tag? 
its online edition with 


a Microsoft tag 


Microsoft” 


ta 


It is a bar code that 

» you can scan with 
your mobile phone 
camera to go straight 
to the web. 


How to get it 


1. Visit http://gettag. mobi on 
your mobile phone browser 


2. Or visit the Market on 
your Android phone 


3. In the app, tap scan 





What it offers 


Wherever you 

see a tag in the 
magazine, scan it for 
Slide shows, video, 
graphs, and more 
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100 | Capital Charge 

BT's maiden listing of India's best PE and VC fund: 
coincides with a change imperative in the indust 
104 | In SAIF Hands 

SAIF Partners has delivered steady returns 

and spawned new market leaders 


106 | The Sequoia Twist 

Backing spunky entrepreneurs is once again 
* Sequoia Capital India's mantra 
“ij 110 | VenturEast & Nexus 





SFO Vivek Mathur and partners Deepak Gaur and Vishal Sood 





128 | When Small is Beautiful 
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FOCUS Accelerators, whi h [TM i] d 


Internet, mobile and new 
technology start-ups 

16 | Aakash: Disputed Tablet 

20 | Manappuram s Woes 





gaining traction 


136 | Case Study: Head in 
the Cloud 

Ramco Systems, on 

India's largest IT product 
companies, has been burning 
cash for years, becaus 
global competitioi 

it finally make it big 


24 | Nasscom: CIOs Speak 
30 | Graphiti: Slipping on Oil 
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36| Dial M for Mayhem 
The SC 26 verdict is a 
godsend for some telecom 
licensees, but for others it is 
a punch in the stomach 


42 | Shock Therapy 
Column by Arvind P. Datar 
on the 2G verdict 


46 | Size Zero 

Desktops. laptops. netbooks 
and tablets better watch out. 
The ultrabook is here 
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148 | Young at Art 

As the Indian art marl 
matures it is being 
embrac ed bs 

young buyers 
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48 | A Number of Changes BOOKEND 
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taking the first steps towards Doomsday 
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transforming a nation CAREERS 
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How will Starbucks 
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astonishing run of success India and Middl 


Re: _| Letters To The Editor 


Back on Track 

Wipro Technologies Chairman Azim 
Premji must be a relieved man these 
days. His decision to hire T.K. Kurien 
as CEO a year ago has already started 
paying rich dividends ( Wipro's 
Comeback, February 19). Kurien is a 
driven man, full of energy, and is 
helping the beleaguered giant get 
back on track. I won't be surprised if 





WITH A ORIVENSCROMMESLT S WIPRONUNATHE RACE AGAIN 


Wipro emerges as the fastest- 
growing software services provider, 
ahead of the likes of Infosys, TCS, 
Cognizant and HCL Technologies. It is 
very much a possibility and what an 
amazing achievement it would be. 
Sonam J., Dehradun 


No Son Rises Here 


It is encouraging to see that Azim 
Premji does not believe in pedigree or 
dynastic succession. He says he 
treats his son as any other senior 
management member. It is 





T.K Kurien is a driven 
man, full of energy, 
and is helping the 
beleaguered giant get 
back on track. I won't 
be surprised if Wipro 
emerges as the fastest- 
growing software 
services provider 


admirable in this era of 
connections and jugaad. 
Sreeja Nair, Delhi 


Taxing Matter 

The Sc ruling that Vodafone is not 
liable to pay any tax involving a 
deal that took place overseas, 
involving the purchase of assets of 
Hutchison, ( Vodafone Verdict: The 
Day After, February 19) might have 
great ramifications in the future. 
The verdict will build confidence 
about India among global 
investors. But if the government 
amends the Income Tax rules to 
include such deals in the tax ambit, 
companies may stop investing here. 
Jayanta Dutta, Kolkata 


Correction 

@ A footnote in ‘Deal Watch’ 
(February 19, Page 24), says all 
the deals referred to were sealed 
in December 201 1. It should read 
‘December 201 1 and January 
2012". We regret the error. 
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www.facebook.com/Business Today 


The recent report - the Indian 
economy is likely to fall to a 
three-year low of 6.9 per cent 

- reminds me of à nice quote by 
Manoj Vohra in BT, where he 
said: "India's elephantine 
economy will continue to lumber 
on, but it is unlikely you'll see it 
dancing in 2012"'! 


Akshat Kumar 


Common people and taxpayers 
have to suffer all through their 
lives while politicians like 

A. Raja, P. Chidambaram enjoy. 


Spunky Hunk 





Kalanidhi Maran is 

burning money in SpiceJet 
@BT India: SpiceJet posts 
339.26 crore Q3 loss 


Ganapathy 


Send all your comments to editor.bt@intoday.com 


www.businesstoday.in/coverstory: Premji is Back (February 19, 2012) talks 


f 


| about Wipro's fightback, a new CEO, strategy and the future 


www.businesstoday.in/coverstory: /ndia s Best CEOs (February 5, 2012) 
| gives you the list of the best performing CEOs of India 
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ELECTRIC 


Changes for the Better 


MITSUBISHI | T 
or a greener tomorrow 


Technology + Ecology = Sustainability. 
Mitsubishi Electric. 





The world-class technology company 


Healthy economic growth and a he T" environment should go hand in hand. Mitsubishi Electric is helping India 
green technology for a vast range of infrastructure and business needs. From air conditioners to transportat 
a global reputation for unpar: ralleled manufacturing quality and environmental performance. Look to Mitsubishi ! 





Railway Transportation Power Systems Photovoltaic Systems Factory Automation Air Conditioning 
Systems Systems System: 


www.MitsubishiElectric.asia/india/ 
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Happy Birthday, Anna! 
^ I'm almost there! s» 


“ —_—— — 


| Daily Briefing 


Ld - "d Iw Wow! Can't wait to see it! 
ascia ES | Gy. Sorry I'm running late. & ases 


THANK YOL 


For making us th 
No. 1 Smartphone brand in Indi 


SUPER SHARPEST a BEST MULTITASKING mnm POWERFUL VIDEO CALLING W 
AMOLED oisptay | DUAL CORE PROCESSOR Hii BATTERY DUAL CAMERA 





Galaxy Nexus 
= Galaxy SII 





SAMSUN 
Galaxy Y 


AP 12:45 PM 


ai Â 12:45PM 
London 
Partly Cloudy 


At cofeetturr co^ 


is our quest to empower every Indian with a Smartphone. That is why we offer you the 
rgest range of Smartphones to choose from. Our new launches: Galaxy Nexus, Omnia W 
id Wave 3 are designed to help you get more out of life - more brilliance, more possibilities 
id more speed. We give you the best that technology enables, which makes us the 
Ydisputed leader today and shall make us stronger, tomorrow and beyond 


'ank you once again. — B 
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Corporate 


It is just not cricket. Sahara 
wants to part ways with Board 
of Control for Cricket in India 
and stop sponsoring Team India. 
This means the board will take a 
hit of over 32,200 crore - 31.700 
crore as franchisee fee and $534 
crore as Team India sponsorship 
lee. Subrata Roy, Founder and 
Chief Managing Worker of 
Sahara India, broke his ties alter 
BCCI turned down his request that 
the price of Sahara's marquee 
player Yuvraj Singh be added to 
its overall purse for the IPL auc- 
tion. 
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Car sales may slide for 
the first time since 
2002/03. Sales need to 
grow 10-12 per cent in 
February-March to 
achieve this fiscal 
year's growth 

target of two per cent 
set by the Society of 
Indian Automobile 
Manufacturers. This is 
despite the 7.6 per cent 
jump in sales in 
January. India's largest 
carmaker Maruti Suzuki 
expects to close the 
year with a 10-11 per 
cent decline. See also 
businesstoday.in/ 
carsales 


UP in Arms: The Uttar 
Pradesh Assembly polls 
will set the stage for who 
will rule at the Centre in 
2014. The first phase of 
elections recorded an 
impressive 64 per cent 
turnout, an indication of 
high voter interest in 
deciding the fate of the 
ruling Bahujan Samaj 
Party. If Mulayam Singh 
Yadav's Samajwadi Party, 
with Congress support, 
manages to upset BSP 
supremo Mayawati's 
‘elephantine ambitions’, 
businesses aligned to the 
major contenders will also 
see a change in their 


Amazon firmly set its sights on 
India, with an entry via Junglee. 
com. The latter will display over 
12 million products and 14,000 
brands for Indian consumers. The 
world's largest online retailer has 
chosen to leave out India's biggest 
online retailer Flipkart from its 
vendors list. This may cost it a few 
crores, but that hardly matters to 
a behemoth like Amazon, which 
reported revenues of $48 billion 
in 201 1. 


This seems the season of change. 
in boardrooms. Subodh 
Bhargava, Chairman of telecom 
tower company Viom Networks, 
quit citing his discomfort with the 
speed of the business. 
Dhanlaxmi Bank Managing 
Director and CEO Amitabh 
Chaturvedi quit following 
disagreements over the 
functioning of the bank. Falguni 
Nayar quit Kotak Investment 
Banking as Managing Director 
to become an entrepreneur. 


fortunes. 


Google Inc and 

Facebook removed 

content from some 
Indian domain websites 
following a court directive 
warning them of a 
crackdown. The two are 
among 21 companies 
ordered to develop a 
mechanism to block 
material considered 
offensive to religious 
sentiments after private 
petitioners took them 
to court. 


The world's largest 

diversified commo- 
dities trading house 
Glencore and the world's 
fourth biggest diversified 
miner Xstrata have agreed 
on an all-share merger 
worth $90 billion - the 
largest-ever deal in the 
industry. It comes during a 
surge in demand for 
commodities, especially in 
emerging nations. As the 
world's biggest exporter 
of coal for power plants 
and a top copper producer, 
the firm will compete with 
BHP Billiton and Rio Tinto. 


Economy 


Ban on Iran & After 
As China and India are big users of 
Iran oil, will the US, EU ban hold? 





; Imports during 
first half of 2011 
E 4 
S 
& 2 
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Source: Bloomberg 


The Indian economy is esti- 
mated to grow 6.9 per cent 
this financial year, its slowest 
in three years. Industrial output 
growth slowed sharply in 
December to 1.8 per cent — versus 
5.9 per cent in November 201 1 — 
as high interest rates and weak 
global conditions continued to 
hurt the economy. Growth slid to 
3.1 per cent in core sectors includ- 
ing steel, cement, fertilisers, crude 
oil and refinery from over six per 
cent in November. Against this 
backdrop. Finance Minister 
Pranab Mukherjee will present 
the Economic Survey for 
2011/2012 on March 15 and 
annual Budget for 2012/13 on 
March 16. 


Excise duty collections in January 
fell one per cent to 112,319 crore 
from $12,458 crore in the cor- 
responding period a year ago. 
Service tax collections 
jumped 34 per cent to 17,734 
crore. Revenue from customs 
duty increased by 2.5 per cent to 
111.393 crore. The government 
may fall short of its full year di- 
rect tax collections target of 
15.32 trillion. (A trillion equals 
one lakh crore.) 


162.49/o 


Growth rate of 
Facebook's Indian 
market, which is second 
only to the rate in Brazil. 
Multilingual flavours 
such as Punjabi and 
Bengali versions are the 
order of the day. The 
social networking site 
has filed an IPO to raise 
a record $5 billion. 


10% 


Rise in exports in 
January, amounting to 
$25.4 billion, primarily 
due to the depreciation 
of the rupee. This comes 
after a dismal, single- 
digit export growth in 
November and 
December. Imports rose 
20.3 per cent to $401 
billion, leaving a trade 
deficit of $148.7 billion. 
Commerce Secretary 
Rahul Khullar forecast 

a tough situation in 
2012/13 and ruled out 
any incentive for 
exporters in the Budget. 


Markets 


The Securities and Exchange 
Board of India has come out 
with norms for auctioning of 





shares. Exchanges are required 
to open a separate window for 
this purpose. The size of the 
offer should be at least one per 
cent of the paid-up capital of the 
company. Promoters will also 
have to offer a minimum of 25 
per cent of the shares on offer to 
mutual funds and insurance 
companies. 


Mobile phone operators are re- 
porting a drop in calls and rise 
in costs. India's largest wireless 
operator, Bharti Airtel, 
slumped on Dalal Street after 
unexpectedly reporting a profit 
decline. The second-largest 
operator by subscribers, 
Reliance Communications, 
reported its 10th straight quar- 
ter of declining profit. with a 61 
per cent fall. 


‘Master Chef —— 











Coming Up 





The government 

will come out with 

monthly retail 
inflation data based on 
the all-India Consumer 
Price Index. The first 
nationwide CPI numbers 
will come out on 
February 21. For the 
record, the government 
has discontinued the 
practice of releasing 
weekly primary and food 
inflation data based on 
the Wholesale Price 
Index. It will however 
continue releasing the 
monthly headline or 
overall inflation data. 


More than 1OO 

participants will 
showcase their work at 
the Wills Lifestyle India 
Fashion Week during 
February 15-19 at Pragat! 
Maidan, New Delhi. The 
Japanese delegation is 
expected to add to the 
glamour quotient. 
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Skyfall 


Aakash is a great idea. But the differences between its 
maker and its procurer are not helping. By SUNNY SEN 








t 32.500. it is the cheapest tablet 
A in the world. On October 5, 2011, 
Union Telecom Minister Kapil 
Sibal held it before the world and 


DataWind 
Tablets have declared that it would "end the digital divide". 
already been sadly, much has changed since that October 
booked day. If anything, Aakash, the brainchild of 
=a the Ministry of Human Resource 
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Development, is only causing deep divisions. 

Over the next few years, the government 
wants to deploy 220 million units of Aakash 
as part of its National Mission on Education 
through ICT (information and communica- 
tions technology). In the first phase, 
Montreal-headquartered Datawind, bagged 
an order for 100,000 units of the device. 


-` 


However, serious differ- 
ences have emerged be- 
tween Datawind and the 
Indian Institute of 
Technology, Rajasthan 
(Jodhpur), over the tablet's 
specifications. IIT 
Rajasthan was mandated 
by the HRD ministry to set 
the criteria for and handle 
procurement of the tablet. 

Datawind claims that it 
complied with the criteria 
specified in the July 2010 
tender. On October 23, 
2011. Ashish Chaudhary. 
Jitender Saigal and Ved 
Prakash, scientists with 
the Regional Electronic 
Test Laboratory in Delhi, 
cleared the device officially. 
(The institute functions under the aegis of the 
Ministry of Communication and Information 
Technology.) They did so alter testing it across 
13 parameters, including temperature, func- 
tionality and drop tests. 

The tablet runs on the Android 2.2 Froyo 
operating system, which is outdated. It has 
256 MB of RAM. a 376 MHz microprocessor 
and three hours of battery life (see How They 
Stack Up on the next page). In effect. it is a 
barebones device. Opening the Google 
homepage. for instance, may take a while. 
Using multiple windows to browse is out of 
the question. 

In a January 12 letter to the HRD ministry, 
Pankaj Mohindroo, President of the Indian 
Cellular Association (ICA), highlighted the 
device's shortcomings. "The use of less than 
1/1.2 GHz processor in computing and tablet 
devices is unheard of now,” it states. 
"Anything which is being launched in 2012 
is primarily on Android 3.0 or 4.0 and neces- 
sarily carries a 1/1.2 GHz processor. which is 
essential to have a good browsing experi- 





ence." Mohindroo also 
came down hard on the 
‘resistive’ touchscreen of 
the device, saying it was 
“painfully slow". 

Defending their prod- 
uct, Aakash's makers say it 
is a beginner’s device 
meant to provide children 
with internet access. How 
interested a child will be in 
a low-speed device is any- 
body's guess. 

But the fault may not 
lie with the makers. 
Clearly someone messed 
up while drawing up the 
specifications. “The specs 
are extremely poor,” says 
Rajeev Karwal, Founder 
and CEO of Milagrow, 
which also sells tablets in India. 

Thus far, Datawind has already delivered 
10,000 units to various institutions. In ail. it 
claims to have received 2.4 million orders 
(including commercial orders) for Aakash 
and an upgraded version of the device. 

Alarmed by the negative feedback trom 
every quarter, including UT students who 
user-tested Aakash, HT Rajasthan went the 
other extreme. It revised the criteria, demand- 
ing that the device be shock-proot, water- 
proof and meet United States military specili- 
cations, including crash tests in vehicles. 

Datawind has cried foul, stating that it has 
adhered to the original requirements. “Tt will 
be impossible to make a tablet with those (US 
military) specifications at that price. HT knew 
about the specifications while calling for the 
tender,” says DataWind CEO Suneet Singh 
Tuli. “Were they sleeping all this while?” 

BT made several attempts to contact 
Professor Prem Kumar Kalra to get HT 
Rajasthan’s response. without success. On 
February 2, media reports suggested that the 








described task in which 
no tangible progress can 
possibly be made 








Origin: The word has 
been around but this 
particular usage began 
in the latter half of the 

last decade. 


Usage: "Each team 
member adds an 
additional workstream 
to his KRA” 
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Focus Lead 


HRD ministry was reviewing 
the institute's role in the 
project. Tendering for the sec- 
ond phase could be handled 
by a public sector undertak- 
ing (PSU). The process will 
begin by the end of March. 
This time around, the specifi- 
cations are expected to be 
more robust. 

Tuli blames the ICA for 
some of his problems. He al- 
leges that the industry lobby, 
whose members include 
Nokia and Samsung, is 
against Aakash's ‘Made in 
India’ tag. 

Mohindroo dismisses 
Tuli's claims as "utter non- 
sense". However, his January 
1 2 letter did lobby for "large. 
integrated global plavers" 


such as "Samsung and 
Nokia" to handle the project. 
It recommends that only 
companies with a turnover of 
more than #500 crore, net 
worth of at least X 100 crore, 
and a minimum of 200 serv- 
ice points across the country 
be made partners in the 
project. It also noted that "a 
national project of this size 
should not be in the hands of 
a single partner". 

Other low-cost tablets. 
made by companies such as 
Lava, Reliance, and Olive. 
have prices ranging between 
17.000 and 112,000. But 
Karwal of Milagrow asserts 
that given Aakash's specifica- 
tions, it is "extremely easy to 
make a tablet at that 
(132,500) price", 

Even with its limited spec- 
ifications, some analysts be- 
lieve Aakash can achieve a 
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HOW THEY 
STACK UP 


Aakash is cheap because of its configuration 






AAKASH 1 
SCREEN SIZE: T inches 
SCREEN TYPE: Resistive 
RAM: 256 MB 
MICROPROCESSOR: 376 MHZ 
BATTERY LIFE: 3 HOURS 


OPERATING SYSTEM: 
Android 2.2 Froyo 
price: 2,500 





BEETEL MAGIQ 
SCREEN SIZE: 7 Inches 
SCREEN TYPE: Capacitive 
RAM: 512 MB 
MICROPROCESSOR: 1 GHZ 
BATTERY LIFE: 60 HOURS 
OPERATING SYSTEM: 
Android 2.2 Froyo 
PRICE: $9,999 












great deal, regardless of who 
develops it. “There are cheap 
smartphones available, but 
none meets the need to uplift 
education or health care like 
Aakash,” says Mahesh Uppal. 
Director of Com First, a tele- 
com consultancy. 

“If it takes off, Aakash 
will lead to semi-conductor 
manufacturing in India. 
which is yet to happen." adds 
Poornima Shenoy, former 
President of the Indian 
Semiconductor Association, 

However, while the speci- 
fications for Aakash 2 are 
expected to be more demand- 
ing. it will be difficult for a 
vendor to maintain the 
12.500 price. Nevertheless, 
analysts believe the device 
can have a huge uptake. 

"A project such as 
Aakash can do a lot for pri- 
mary education,” says 
Hemant Joshi, Partner at 
Deloitte Haskins and Sells, a 
consultancy. “But the prereq- 
uisite for Aakash is better 
WiFi/internet connectivity,” 
something that is sorely lack- 
ing in India. 

Datawind has already 
readied a second-generation 
tablet, Ubislate 7+, for the 
Aakash 2 tender. Its features 
are a notch above Aakash 
and Tuli is confident that it 
will trump the competition. 
“We can create a product at a 
price lower than anybody 
else.” Just how true that is 
will be known only when the 
tenders are opened. € 





Send your comments to 
editor.bt&intoday.com 


*46 


WOD JIPUP9JOX" MAM 






1 5 
— pe e times the space 


Korean Air's A380 provides you with 





Duty Free 


Showcase offers onboard shopping for luxury items 





bars 


==> 


While cocktails are served in spacious lounges and 


94 





Prestige Sleeper Seats comprise the entire upper deck 





—" comfort 


providing greater 





— 
it 
an 
od 
-— 
j 
- 
— 
^ 
> 
ae 
+ 
— 


There’s more to our A380 
1ere’s more to our A55UTI 
Corean Air's A380 has the fewest seats to give you 1.3 times the normal space Deparse 0400 — Tue Thu Ser 1450 4 Excellence i in Flight 


‘or a more comfortable flight experience. While onboard, unwind at our TNT 3 j mmis + Seoul 
ur a à e 
Duty Free Showcase, lounges and bars, or simply relax in entire upper deck ; KOREAN AIR : P 
Artival 021s Mon Weel fi 1020 Departure 


4. acd au l9 OA Denctina Claanar &Soat« lett erowdine also means 





Finance 











V.P. Nandakumar, 
Executive Chairman 








All That Glitters... 


RBI's warning to Manappuram has raised doubts about corporate 
governance in gold-loan firms. By K.R. BALASUBRAMANYAM 


n February 2, Manappuram Finance, 

India's second largest gold-loan com- 

pany, reported impressive numbers for 
the December quarter. Four days later, its in- 
vestors were in for a shock, as the Reserve 
Bank of India (RBI) issued a sternly worded 
letter ordering the company not to accept or 
renew public deposits. 

In fact, no gold loan company can. because 
they have all opted to function as non-deposit- 
taking non-banking finance companies. To 
meet working capital needs. they tap banks. 
financial institutions and individuals. 

RBI cracked down after it emerged that 
some offices of Manappuram Finance, a 
listed company, doubled as offices 


of Manappuram Agro 

Farms, a proprietary firm 2e 1 
of Executive Chairman AD 

VP. Nandakumar, and "Y 
accepted public 
deposits. 

“In my view, 
there is nothing il- 
legal about 
Manappuram Agro 
Farms accepting de- 
posits but the regula- 
tor viewed it other- 
wise. So, we are refund- 
ing the deposits." says 
Nandakumar, adding that 
there are no public deposits on the 
books of Manappuram Finance. 

The Manappuram Chairman admits that 
the RBI inspection report contains some valid 
corporate governance issues, which he has 
now set out to correct. He intends to do so by 
keeping the two Manappuram entities distinct, 
separating offices, personnel and equipment. 

All the leading gold-loan firms — Muthoot 
Finance, Manappuram Finance and Muthoot 
Fincorp — are headquartered in Kerala but 
have a national footprint. 

In the third quarter ended December, 
Manappuram Finance reported that its net 
profit rose 1 17 per cent to 3161 crore. During 
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Muthoot Finance 
3,500 
Manappuram Finance 
2,738 
Muthoot Fincorp 


the period, it opened 235 branches — almost 
four branches a working day — taking its total 
to 2.738. "The RBI advice will not affect 
growth but it has affected our credibility. It 
will take a long time for us to come out of 
this," says Nandakumar. Between February 2 
and February 9, the Manappuram scrip de- 
clined 12 per cent to 147.05. 

Nandakumar says holders of 
Manappuram's debentures and bonds have 
remained with the company. "We are not go- 
ing in for any capital raising for another two 
years. We are very well-capitalised. Our Tier 1 
capital alone is 18 per cent. as against the 12 

per cent capital-to-risk asset requirement 
laid down by the regulator." 

@ E Gold-loan companies offer 

V > between 60 per cent to 90 

= per cent of the value of 

jewellery to borrow- 

ers, at rates ranging 

between 12 and 24 

per cent a year. 

Interest rates are 

higher for loans 

closer to the jewel- 
lery's market value. 
Muthoot Finance 
Managing Director 
M.G. Alexander 

Muthoot says his compa- 
ny's gold-loan business has 

been unaffected as the RBI advice 
was specific to Manappuram. 

According to a Mumbai-based analyst, 
Manappuram Agro Farms has accepted depos- 
its to the tune of about X12 lakh from the 
premises of Manappuram Finance. This is a 
violation, according to the RBI. Manappuram 
Finance itself has not accepted any deposits 
from the public, the analyst notes. The RBI 
advice, he adds. will not have any direct im- 
pact on the operations of Manappuram's gold 
business or on the gold-loan sector. But senti- 
ment-wise, the development will have an im- 
pact and raise doubts about corporate govern- 
ance in gold loan companies, @ 
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HDMI USB 2.0 USB Host Line Out SIM Card SD 


Laptops and Tablets are now history: 


Milagrow TabTop™ PC Advantage on Connectivity and Ports — Milagrow announces 





36/26 SIM, No Yes Yes No 3G/2G | Yes 3.5G, | 24x7 Seamless Connectivity the potentia | to 
Wi-Fi, Bluetooth | | Turbo 
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keyboards, pointing devices, digital 
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1 Mini | Transfers. One terabyte of 

external hard disk support 








computing, information, networking 
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V.C. Gopalratnam, 
CIO, Cisco Globalisation and 
VP Information Technology 


IT budgets will stay flat 
compared with last year. 
They may even drop a 
couple of percentage 
points. The CIO is now 
expected to do more 
work with less money. 
We have outsourcing 


relationships with Wipro, 


Infosys, TCS, Satyam, 
HCL in India. We will 
continue to optimise on 
our services spend. We 


want to leverage offshore, 


get higher value for the 
same money. Service 
providers without scale 
could lose out if there is 
consolidation. 


Information Technology 





In ‘Funds Save’ Mode 


As NASSCOM holds its annual schmooze fest, clients of the 
Indian IT industry discuss its prospects this year. By GOUTAM DAS 


hat will 2012 be like for Indian information technology services firms: 

Companies across the world have frozen or are currently finalising their 

budgets, and given the global gloom, allocations for rr are unlikely to 
bring cheer. Small vendors are likely to lose business. Across the board. spending on 
fancy technology will be restricted. The Indian rr sector waits with fingers crossed. 
All the Chief Information Officers and heads of rr spoken to say a spell of belt-tight- 
ening is in the offing: 





Eric Karsten, 
Manager, Enterprise 
Engineering, Ford Motor 


While I do see small 
increases in IT budgets. 
we do not see that 

as the driver for any 
increase in IT services. 
The bigger driver is to 
become more efficient 
with our maintenance 
and support dollars 

so that we can invest 

in new development 
projects that provide 
higher business value. 
The need is to evaluate 
which IT services provide 
the highest value to hold 
internally, and which IT 
services we want 

to increase our spend on. 
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Unnikrishnan Nair, 
CIO, Latin America, China, 
India at Philips 


At Philips, we are 
looking at how to use 
some of the money 
we are spending on 
maintenance services 
on innovation and 
solutions for the future 
instead, We are holding 
discussions with our 

IT partners on how to 
optimise some of the 
spending. Essential 
work will continue but 
budgets will be flat. 

We have relationships 
with IBM, Atos Origin, 
Capgemini, Wipro and 
Mahindra Satyam, 
among others. 


M 


(^ 





| Full interview with CIOs at | 
www.businesstoday.in/cios 





Anders Brøns 
Petersen, 
Head of IT, Novozymes 


Our IT budget for 2012 
is expected to grow 
three per cent over 
2011, as we will invest 
in new technologies like 
information security 
and mobile device 
management. There was 
a lid on investments in 
2011 in our company 
as We were revamping 
our basic processes and 
putting the internal IT 
organisation in place. In 
India, we are engaged 
with TCS — the firm has 
an ongoing project to 
revitalise SAP's order 
management process. 
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iPad 2 


A new way to work 
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With its all-new thin and light design, powerful dual-core Apple A5 chip and large Multi- louc! 
display, iPad 2 changes the way people work. iPad 2 makes it easier than ever to collaborate wit! 
others, deliver presentations, edit documents and access corporate resources. And with up | 
hours of battery life’ and Wi-Fi and 3G' networking options, iPad 2 is ready to work whenever a 


wherever you are. 


Iawh 
DidYUGLA a 


asks: video playback, audi 


Testing conducted using pre-production iPad 2 units and software performing each of the following t 
v. 3G data plan sold separately 


using Wi-Fi. Battery life depends on device settings, usage and many other factors. Actual results may var 


For iPad demo by Ingram Representative or any technical query related to Apple Products, please write to 
apple.presales@ingrammicro.co.in or contact +91 9619188705. 


FOCUS Review 


Super Box 


The Super TV is a combination of fairly 
decent computer and an LED TV. The 
computer runs Windows 7 Home 
Professional, has a 2 GB memory and 


500 GB storage space (the same as a 
740,000 laptop). As for the TV, the 55- 
inch LED screen is spectacular, but the 
built-in Digital Media Player cannot play 
several formats. You have to often 
switch files. The combo is also cheaper 
than competing 55-inch LED TVs. Good 
value? Definitely. Good looking? Hmm... 


^ Built-in Windows Digital media 
Price: 799 990 Vu Super TV E computer; EN player can not 





Connects to 
the Internet; files; Sound 
Well-priced quality poor 





A TV- 


COMPUTER 
COMBO AND 
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Apt Apps 


Adobe has unveiled a host of 






















applications that can run on Android 
tablets where you essentially use 
your fingers rather than the mouse or 
the keyboard. Our in-house app 
aficionado Design Head Kapil 
Kashyap, after having played around 
with five of them, testified they were 
well designed for novice users. The 
apps include everything from the 
creativity app ‘Ideas’ to a more 
traditional Photoshop app, as 
well as Proto, Collage, Kuler and 
Debut. They offer cloud back-up 
allowing you to access files 
from multiple devices. But 
they are not free, in fact they 
are quite expensive if vou 
buy them all. 


Easy-to-use even for Expensive, only works 
those with fat fingers, on Android 3.0/3.1, 
generates images, Honeycomb 

cool effects 
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GENERAL INSURANCE 





Part of the USD 3.8 billion Murugappa Group, Chola MS is 
aS among the fastest growing general insurance companies 
BE inindia.It serves over 1.5 million customers with a wide 
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PURSUING ALL 
AVAILABLE LEGAL 
REMEDIES.” 


Statement by Sistema, a majority 
stakeholder in Sistema Shyam 
TeleServices Ltd (MTS brand) 
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“Investors who invested in good faith will be 


$ On Record/Supreme Court verdict on 2G Licences 


upset and worried. Foreign investors must 
have presumed that all was okay once the 
government had issued the licence... They 

can sue the government.” 


Rajeev Chandrasekhar, MP and former telecom 
entrepreneur, in India Today 











“Indictment of the UPA and 

politics apart, the 2G 
judgment is constitutionally 
problematic.” 


Pratap Bhanu Mehta, President, Centre for Poli y Research, on Twitter 






“The decision is part of an earlier 
understanding with the Indian partner 
Lo exit, given the circumstances 
surrounding the 2G probe in India 
over the past 12 months.” 

Batelco Chief Executive Shaikh Mohamed Bin Isa Al Khalifa, 


in a statement after the firm decided to sell its 43 per cent stake in STel 
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“I trillion = 1 lakh crore 
**Projected 


SLIPPING ON OIL 


The losses of oil marketing companies are set to touch 
a record high, says a CRISIL Research report 


——————— Graphic by Santosh Kushwaha 











3 The rupee fell around 20 per cent between July and December 2011 
45.4 44.4 


December 


April 2011 December 2011 
Source: US Energy Information Administration 


The government, the state-owned oil producing 

4 companies and OMCs share the burden of 
under-recoveries. In 2011/12, the OMC share is 
expected to be 10 per cent 
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“IT'S A 
LOT EASIER } 
TO D | 


A | 
BUSINESS 

IN INDIA 

NOW” 





', Chairman and 
CEO of the $24 billion Emerson, has 
been betting big on India for dec- i 
ades. The company is into process n. 
management, network power, 
industrial automation and climate 
technologies. Recently, Farr shared 
his thoughts on India with BT's 
N. MADHAVAN. Excerpts: 


On Indian skillsets: india is an engineering country. The capabilities here 
are world class and we use them to develop high-quality products that are used 
not just locally but also elsewhere in the world. | wouldn't call India a low-cost 
manufacturing base but a best-cost destination for value-added engineering. 


-— 1 z g » ^ i 


india as a growth engine: Emerging markets 
account for 35 per cent of our revenues and we expect 
this to grow to 45 per cent in the next five years. India 
sales, currently at $700 million, will touch $1 billion 
soon. While the US and Europe have slowed down, 
growth in India is intact. We expect it to contribute up 
to five per cent of revenues (currently less than three 
per cent) in the next few years. 


Challenges in India: today, it is lot easier to do business and this environment has 
enabled us to set up 15 manufacturing facilities, employing 9,000 people. But challenges remain, 
especially when it comes to infrastructure and logistics, Bureaucracy is another major challenge. 
Though these have improved since | first came to India in 1982, a lot more needs to be done. 


$2 BUSINESS TODAY March 4 2012 











Will your parents be financially secure 
when you are not there? 


Yes, Spend 5 minutes online and secure your family's futur: 


Click2 Protect online Protection Plan 


* Buy policy in quick, easy steps * 30 days free look in period 
* High claim settlement ratio of 95.41% * 


Get a cover of 7 1 Crore @ just ¥ 8,600 per year 





Call 1800 2669777 | SMSLOVE to 5676727 


Now secure your: Home Loan | Liabilities | Child's Future Needs | Parents Future Well Being | Wif« 


[=]:=(—] Buy now at 


aa HDFCLife-com 


Scan this QR code to explore us on your mobile 





B HDFC 
Life 


*For a health non smoker male 25 years, with a premium paying term of 30 years, paying Rs. 8600 as annual premium without service tax. Premiums mentoned are ind 

a result of underwriting. #IRDA Annual Report 2010-11). HDFC Life Click2Protect (form no: P501-97, UIN 101N080V01) is à traditional term insurance product offered t 

non participatory plan. Please read the product brochure or consult financial consultant before conclusion of the sale. (A) The name of the company HDFC Standard Life Insura 
Name of the Brand - HDFC Life or the name of the product - HDFC Life Click2Proctect does not indicate the quality of the plan This insurance product is underwritten by HOF 
Insurance Company Ltd. Insurance is the subject matter of the solicitation. ARN: MC/1/2012/2305 





‘Etcetera 





Golden Egg 
A rare first edition of 
19th Century masterpiece 
The Birds of America fetched 
$79 million at a Christie's 
auction in New York. In 2010, 
another copy of the first 
edition - which went under 
the hammer at Sotheby's in 
London - sold for $11.5 million. 
The book, by American 
ornithologist John James 
Audubon, depicts more than 
400 species of birds and is 
considered a masterpiece 
of ornithology art. 






Logged Out 


The German Parliament's 
email system was hampered 
for several hours on January 

25 when close to 4,000 
personnel responded to an 
errant email. It was sent by a 
staffer who accidentally hit 
the "reply to all' button while 
responding to a mail. Chaos 
reigned as hundreds, in turn, 
did the same. The 

most common response 

was cold and terse: 
"Remove my name 
from your list". 





Staying Home 
Bad news for Bond lovers. 
British dailies have been 
reporting that Skyfall, 
the new Bond film, will 
mostly be filmed in the UK 
because of budgetary issues. 
Apparently, the only other 
country that will feature in it 
is Turkey. Originally, the 23rd 
instaliment of the Bond 
franchise, starring 
Daniel Craig, was to be 
shot in six countries, 
including India. 
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HOW THINGS WORK 





Listing Heritage Sites 


Mumbai may soon have more sites joining the Elephanta Caves and the Chhatrapati 
Shivaji Terminus on Unesco's World Heritage Líst. The UN body released a new 
Tentative List’, an inventory of properties that have been nominated. in January. 
Mumbai's nominations include the 'Fort' precinct with its stately 19th century 
Victorian neo-Gothic buildings. the historic Oval Maidan, and the art deco buildings 
on Backbay Reclamation and Marine Drive. How a site makes it to this list: 


Procedure: It has to be suggested by a 'state party — the government of any of the 
188 countries that adhere to Unesco's World Heritage Convention. The suggestion 
must be made on a prescribed form, in either English or French, in conformity with 
Unesco's operational guidelines. 


Benefits: State parties get international funds to help protect sites that are on the 
World Heritage List, the World Heritage Sites in Danger list or on the Tentative List. 


The next list: The next World Heritage List will be out in 2013. Sites from the 
Tentative List may be included in it if a Unesco panel of experts feels they conform to 
10 criteria Unesco has laid down. 
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P. Chidambaram 

and the Finance Recommendations 
Ministry were made by TRAI on 
not consulted Aug 28, 2007, were 
while giving not placed before 
the licences the full Telecom 
Commission 





36 BUSINESS TODAY March 4 2012 












DoT officials attending 
the Telecom Commission 
meeting on Oct 10, 

2007, had no choice 

but to approve TRAI'S 
recommendations E 








businesstoday.in/2g-order 
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The Supreme Court 2G verdict is a godsend for some telecom licensees, 
but for the serious ones and their bankers it is a punch in the stomach. 


n February 2, the air in 
Room No. 5 of the 
Supreme Court was 
thick with speculation. 
By 10 a.m.. the 400 sq ft 
courtroom was crowded with some 
80 people. with even more spilling 
out into the corridor to hear what 
was to become a historic verdict in 
the ‘2G scam’. 

It was the first matter of the day 
for Justices Asok Kumar Ganguly and 








By SUNNY SEN 


G.S. Singhvi, who entered the 
courtroom at 10.30 a.m. Within five 
minutes Singhvi, who was reading 
out parts of the judgment, called the 
telecom licence process "arbitrary. 
capricious and contrary to public 
interest". The licences allotted were 
"declared illegal" and “quashed”. The 
courtroom erupted as the import of 
the judgment sank in. An executive 
with one of the affected companies 
even started weeping. 








The manner in which 
the exercise for grant 
of Letters of Intent 
was conducted leaves 
no room for doubt 
that everything was 
"stage managed" 


The chaos In the court 
almost akin to what had plavi 
about four years ago at th 


headquarters of the Departm: 
Telecommunications 
wintry evening back 
2008, Sanchar Bhavan 
floor witnessed d melee wnel 
tions for 2G licences - 


second generation telecom tec! 
gies — and spectrum 


accepted. What starte 





Some beneficiaries 
off-loaded stakes to 
international companies 
in the name of transfer 
of equity or infusion of 





fresh capital. They 
made huge profits 


March 4 
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and shoving to get ahead in the 
queue turned into fisticuffs and even 
bloodied faces. All to get what was a 
very valuable commodity — spectrum. 
which DoT in its wisdom was allocat- 
ing on a first-come-tirst-serve basis. 

The sale of licences — at just 
11.651 crore lor a pan-India licence 

caused a notional loss to the excheq- 
uer estimated by the Comptroller and 
Auditor General at 3 1.76 trillion (one 
trillion equals 100,000 crore). 
Former telecom minister Andimuthu 
Raja is in jail lor a year in an ongoing 
case related to this scam. 

Justices Ganguly and Singhvi 
ensured all that drama of January 
2008 came to naught. They ordered 
cancellation of all the 122 licences 
issued to nine operators on or after 
January 10, 2008, and the subse- 
quent allocation of spectrum. The 
order will become operational within 
lour months, and the Telecom 
Regulatory Authority of India (TRAI) 
will make recommendations on how 
to issue licences through auctions. 
The judgment has a direct impact on 
63 million mobile phone users, who 
have the option to port their number 
to an older plaver. 


Will Fight, May Stay 

Within hours of the verdict, the press 
releases from most of the nine 
alfected companies showed their 
willingness to continue to operate in 
India, the world's second largest mo- 
bile phone market after China and the 
lastest growing. 

Idea Cellular. India's fourth- 
ranked mobile phone services com- 
pany by customers, has lost licences 
to operate in nine circles (see Switched 
Off on page 40). That will have an 
impact of about four per cent on its 
revenues (115.658 crore in 
2010/11). The Aditya Birla Group 
company will participate in new 
spectrum auctions. "We have to 
protect our interest, our investors 
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Vsevolod Rozanov, 
CEO, Shyam Sistema 
Teleservices 
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interest and that of our customers 
and trade," says a senior executive, 
who does not want to be identified. 

Norway s Telenor, which runs its 
Uninor brand in a joint venture with 
realty firm Unitech, wants to stay the 
course, too, despite skirmishes with 
its partner and a write-off of 13.450 
crore on its Indian operations. The 
UAE's Etisalat has written off more 
(34.1 35 crore) and is unlikely to be 
the last one to do so. Telenor and 
Moscow-based Sistema, which con- 
trols Shyam Sistema Teleservices 
(SSTL). are leaving no stone unturned. 
Norwegian Information Technology 
Minister Rigmor Asarud travelled to 
New Delhi to meet her counterpart 
Kapil Sibal. SSTL is taking a broader 
approach. "We are talking with all 
possible working groups and in con- 
sultation with TRAIL" says CEO 
Vsevolod Rozanov. He is on the phone 
several times with his bosses in Mos- 
cow every day. For good reason: SSTL 
has invested $3.1 billion ($15,500 
crore) in its 21 circles in India. 

STel's partner Bahrain Telecom is 
pulling out of India. It will sell its 
42.7 per cent to its Indian partner, 
the Siva Group. for $175 million 
(13875 crore). STel was not available 
lor comment but a former senior 
executive of the company, requesting 
anonymity, says: "Few of the serious 
players will continue in the market." 
STel is in a particularly tough spot in 
that it has 3G, or third generation, 
licences in three states but cannot 
run such data-rich services. "Even if 
they have the 3G spectrum they can- 
not operate without the UASL." says 
Aseem Abbas, Partner at law firm 
Khaitan & Co. UASL is short for unified 
access services licence, which is an 
umbrella licence for all telecom serv- 
ices that companies apply for. 

The government expects to gel 
1 trillion from a re-auction (see 
Strong Vibrations). Analysts such as 
Harit Shah of Mumbai brokerage 
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Nirmal Bang expect the amount to be 
around 378.000 crore — still higher 
than the 310,000 crore the cancelled 
licences generated in licence fees. 
Overall the nine affected companies 
had made an estimated investment of 
135.000 crore in rolling out networks 
and setting up their business, a sub- 
stantial portion funded by banks. 

Experts estimate banks are star- 
ing at an exposure of close to 
115.000 crore, about a quarter of 
which is fund-based. or actual loans 
that have been disbursed to the com- 
panies with cancelled licences. State 
Bank of India (SBI) has the largest 
exposure at 14,500 crore. of which 
11.100 crore is fund-based loans. The 
remaining was non-fund exposure 
like bank guarantees and was with- 
drawn when the licences got can- 
celled. Santosh Balachandran Nayar, 
Deputy Managing Director and 
Group Executive of the corporate 
banking group at SBI, says it has the 
first right on licence fee refunds and 
also has guarantees from group com- 
panies of the borrower. 

But the licence cancellation 
comes at a time when the long-term 
viability of the telecom sector is under 
a cloud with too many players, low 
tariffs, and spending on 3G licences. 
Market-linked pricing of spectrum 
will put further pressure on cash 
flows, believes M.V. Nair, Chairman 
and Managing Director of Union 
Bank of India. Also. older operators 
such as Bharti Airtel and Vodafone 
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have the first bunch of their licences 
expiring in 2014. after which they 
will have to apply afresh for spectrum 
rights. Nair's counterpart at Bank of 
Baroda, M.D. Mallya sounds cautious 
when he says: "The bank will go by 
the merits of the projects in future." 
Some like SSTI. and Uninor argue 
that fresh spectrum auctions. if held. 
should be limited among the new 
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players whose licences have been 
cancelled. “Incumbents should be 
kept out as the whole idea of the auc- 
tion was to bring in more competition 
to the Indian mobile sector,” Sigve 
Brekke. Managing Director, Uninor. 
told reporters in New Delhi. Bharti 
Airtel does not buy this. "Bharti is a 
believer in a market mechanism 
where everybody should get equal 
opportunity to participate (in an auc- 
tion)." says Sanjay Kapoor, its CEO for 
South Asia. Already some analysts 
say newcomers like Reliance 
Industries could be knocking at DoT's 
doors to take part in the auctions. 
Alter the initial shock over the 
February 2 judgment died down. the 
general feeling in the mobile phone 
services industry as well as among 
experts was that a transparent frame- 
work had been ushered in. even if 
there were short-term hiccups. Says 
Frank Hancock, head of corporate 
finance with Barclays Capital India: 
“Over the medium term, the senti- 
ment towards telecom should 
improve once it is clear that the sector 
is going to be regulated in a transpar- 
ent manner.” The real proof of that 
transparency will be how much pol- 
icy makers distance the sector from 
the crony capitalism it has been 
marked by in the last two decades. @ 
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The licences 

were cancelled 
because they were 
illegally issued. 
Under the law, DoT 
cannot retain the 
licence fees and 
must refund them 
to the respective 
allottees 











Shock Therapy 


n January 2008, nine companies were 

the lucky allottees of 122 telecom 

licences. Not all were in the business of 
telecommunications. Some were real estate 
concerns that had no experience whatso- 
ever in this specialised and complex sector., 
The blatantly illegal and brazen manner in 
which these licences were issued led to the 
filing of a writ petition directly before the 
Supreme Court. The petitioners included 
several prominent and reputed civil serv- 
ants, professors, a retired admiral and 
Dr Subramanian Swamy. 

Four years later, the Supreme Court has 
cancelled all these licences in a severe indict- 
ment of the then Minister of Communica- 
tions and Information Technology, A. Raja. 
It would be an understatement to say that 
the judgment makes shocking reading. The 
court observed that from September 2007 
till March 2008, “the exercise undertaken 
by the officers of the DoT under the leader- 
ship of A. Raja was wholly arbitrary, capri- 
cious and contrary to public interest”. 

Brazen, Unilateral Action: Four 
non-permanent members of the Telecom 
Commission — the Finance Secretary, the 
Secretary, Industrial Policy, the Secretary, 
Information and Technology, and the 
Secretary, Planning Commission — were not 
even informed about a meeting where criti- 
cal decisions were taken. No action was tak- 
en on the recommendations that specifically 
pointed out that the allocation of spectrum 
and the pricing methodology suffered from 
a number of deficiencies. The Department 
of Telecommunications (DoT) also did not 
get in touch with the Ministry of Finance. 
When the Law Minister suggested the whole 
matter be considered by an empowered 
group of ministers and the opinion of the 
Attorney General be taken, Raja called the 
suggestion “totally out of context". Mean- 
while, the Prime Minister wrote to Raja 
on November 2, 2007, pointing out that 
numerous complaints had been received. 
The Supreme Court has recorded that 
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Raja did not bother to con- 
sider the Prime Minister's 
suggestions. 

Favouring a Few: Simul- 

taneously, Raja advanced the - 
cut-off date from October 1. 2007. TE 
to September 25, 2007. This was _ 
done, according to the Supreme Court. 
"only to benefit some of the real estate com- 
panies who did not have any experience in 
dealing with telecom services and who had 
made applications only on September 24, 
2007 — one day before the cut-off date fixed 
by the Minister of Communications and 
Information Technology on his own". 

The ‘first-come first-served’ policy was 
also changed by Raja at the last minute 
through a press release dated January 10. 
2008. This enabled some of the applicants, 
who had access either to the minister or the 
officers of the DoT. to get bank drafts pre- 
pared towards performance guarantees of 
11.600 crore. Everything was stage man- 
aged to favour these applicants who reaped 
huge profits. Swan Telecom, which was 
incorporated only on July 13, 2006, had 
paida licence fee of 11,5 37 crore. Its promot- 
ers off-loaded 45 per cent of their equity in 
favour of Etisalat of the United Arab 
Emirates for 13.544 crore. Unitech paid a 
licence fee of 11.651 crore but its promoters 
sold 60 per cent equity for 16,120 crore to 
Telenor of Norway. Similar sales were also 
made by Tata Teleservices. 

Delhi High Court: Unfortunately, for 
these licensees, STel was an applicant but 
was ousted from consideration because of 
the altered cut-off date. The company filed 
a writ petition before the Delhi High Court 
which was allowed and the ministry was 
directed to consider the offer of STel. The sin- 
gle judge observed that the ministry could 
not change the rules of the game after the qame 
had begun. Instead of accepting its mistake, 
the ministry went on appeal to the division 
bench which. however, affirmed the view 
of the single judge. Thus, the cut-off date 
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The judgment 

will only strengthen 
the confidence of 
Indian and foreign 
companies in our 
judiciary. Licences 
granted in a suspect 
manner will be 
subject to 

judicial review 
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was held to be illegal. The ministry went 
on to the Supreme Court where the mat- 
ter was settled out of court. However, the 
Supreme Court made it clear that the 
ruling of the high court about the cut-off 
date would stand and would not be inter- 
fered with. Fortunately, a PIL was filed in the 
Supreme Court which finally set aside the 
1 22 licences that were granted. 

The Aftermath: The Supreme Court 
verdict is likely to have many legal and com- 
mercial consequences. Some of them are: 

Contracts can be set aside: Unlike sev- 
eral developing countries, India has a strong 
judiciary. Serious irregularities in obtain- 
ing major contracts may result in cancella- 
tion of contracts by the high courts and the 
Supreme Court. A party which has been 
unfairly treated can now approach the 
courts to set aside contracts. PILs can also be 
filed to challenge such contracts. There is no 
need to file a long drawn suit. 

Central Government must refund the 
licence fee: The licences were cancelled as 
they were illegally issued. Under Section 65 
of the Contract Act. if an agreement isdiscov- 
ered to be void, any person who has received 
an advantage must return it. In this case. 
the Central Government or the DoT cannot 
retain the licence fees and must refund 
them to the respective allottees. Thus, Swan 
Telecom and Unitech must be refunded the 
licence fees paid by them. 

No relief for purchase of promoter 
shareholdings: In several cases, the pro- 
moters/shareholders of the successful li- 
cences have sold their shares to foreign 
companies at an enormous profit. These 
loreign companies can get no relief from 
the government and. if at all, can only pro- 
ceed against the promoters from whom they 
bought shares. 

Extra due diligence required: Alter 
this judgment, extra caution will be neces- 
sary before anyone bids for a licence or con- 
tract, or seeks to buy a controlling stake in 
a company that has been awarded a licence 
or contract. With rampant corruption at the 
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Centre and the states, there is a likelihood of 
major contracts being questioned, particu- 
larly if the procedure followed is irregular or 
the rules are bent to favour a particular par- 
ty. Large multinationals will now have to be 
careful before they purchase equity shares 
in companies that have obtained licences or 
contracts for major projects. 

Certification of compliance required: 
There is a strong possibility of major con- 
tracts being questioned through PILs. This is 
bound to also delay the completion of major 
projects. To avoid uncertainty and unnec- 
essary litigation, the concerned ministry 
should issue a certificate that the procedures 
prescribed were valid and the selection proc- 
ess was transparent and fair. 

Public auction mandatory: The grant 
of licences or contracts to private parties to 
exploit scarce natural resources will now 
have to be done by public auction. This, it 
is hoped, will compensate the state ade- 
quately for the transfer of these resources to 
the private domain. The Raja style of chang- 
ing the rules after the game has begun will 
not be allowed. 

Investor confidence will not be shak- 
en: The judgment will only strengthen the 
confidence of Indian and foreign companies 
in our judiciary. Licences or contracts that 
are granted in a suspect manner will be sub- 
ject to judicial review and may even be can- 
celled. This is bound to ensure greater trans- 
parency in such transactions. 

Conclusion: The landmark Supreme 
Court verdict has undoubtedly affected sev- 
eral telecom companies whose future is now 
uncertain. But the manner in which these 
licences were issued was so illegal that it is 
difficult to imagine any other conclusion. 
Many of the licensees may have themselves 
to blame. As Lord Greene put it pithily 
80 years ago: "It scarcely lies in the mouths 
of those who play with fire to complain of 
burnt fingers." @ 


The author is a senior advocate 
of the Madras High Court 
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Desktops, laptops, netbooks and tablets better watch out. 
The ultrabook is here. By NANDAGOPAL RAJAN 


hose shopping lately for laptops will have 

seen them: larger than netbooks, slimmer 

than laptops — but costlier than both. These 

sleek, new devices are called ultrabooks. A 

host of device manufacturers have lately re- 

leased them in the market in a bid to arrest 

the global slide in laptop sales as tablets get more 

popular. The idea is also to provide a viable Windows 

option to Apple's MacBook Air, which last year be- 

came much more affordable, having cut its price by 
25 per cent, 

The ultrabook is actually an Intel trademark. to 

qualify for which the device has to meet stringent 


Neck and Neck 


standards relating both to its size and nature of the 
hardware installed. For instance, an ultrabook must 
be less than 0.8 inch thick. The chipmaker believes it 
is the future of computing. “These devices will in- 
creasingly deliver full performance, built-in security 
and will be ultra-responsive to the needs of the indi- 
vidual.” says Sandeep Aurora, Director, Marketing, 
Intel South Asia. “It is a response to what is happen- 
ing in the market." He maintains ultrabooks. which 
have just hit the market, have enormous scope for 
innovation in design, user-friendliness, and so on. 
In India, Acer, HP, Dell, Sony and Asus have al- 
ready launched ultrabooks, while samsung. LG and 


Tablet sales are catching up with laptops, as global shipment projections for 2012 show 





9,93,608 


Indian shipment projections 
for tablet devices in 2012 


Source: IDC/eTForecasts (laptops) 


+ Performance, battery life 








wr 


Losing the Edge 





some others are expected to do the same by end- 
March. Since tablets and the MacBook Air are yet to 
find a mass base here, ultrabooks could well end up 
competing with netbooks and regular laptops. "We 
see ultrabooks as an important niche category for 
those looking for a companion PC device that moves 
beyond basic computing needs, like browsing. mail- 
ing, entertainment and dc cumentation," says Shishir 
Singh. Director, Product Marketing, Consumer and 
Small and Medium Businesses, Dell India. 
"Customers will increasingly demand thinner and 
lighter products, without sacrificing performance." 

Few, however, expect ultrabooks. whose prices 
range from 145.000 to over 190.000, to pose a seri- 
ous threat to netbooks and laptops right away. "The 
prices need to come down if ultrabooks are to have 
serious impact.” says Vishal Tripathi, Principal 
Research Analyst. Gartner, a technology research 
firm, predicting the price at which ultrabooks will sell 
in large numbers will be around 140,000. Vinay 
Awasthi, Senior Director, Product and Marketing. HP 
India. also says ultrabooks will remain a separate 
segment because of their price. "HP will continue to 
provide full-featured netbooks and that segment will 
be priced under 120,000." he says. "The ultrabooks 
will be available only at prices of 40.000 plus." 

So too Acer, the biggest global seller of netbooks. 
hopes to thrive in both segments. Says S. Rajendran. 
Chief Marketing Officer, Acer India: "We see contin- 
ued relevance for netbooks in both the consumer 
and commercial segments." He expects ultrabooks 
to boom. contributing up to 20 per cent of the com- 
pany's notebook sales, but without impacting the 
sale of netbooks. 

It is not looks alone that ultrabooks are banking 
on. "The advantage one gets with ultrabooks is in 
terms of their portability and power." says Tripathi 


Desktop and laptop sales are reaching a plateau globally, as shipments in 2011 show 
p 9,1, 71,290 
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source: Garth 


of Gartner. “They also have a battery lile of over five 
hours." Most laptop batteries last at best lor two to 
three hours. But Tripathi also notes the downside ol 
the ultrabook. For one, its storage space is limited 
“Apart from the price, it lacks an optical disk drive.” 
he says. For another, its capabilities do not really 
match those of a full performance personal compu 
ter. Others note that just as the price of ultrabooks 
from different manufacturers varies widely. so does 
their battery life, with some ultrabook batteries 
providing up to 10 hours of power without a re 
charge. and others failing to meet even Intel's five 
hour standard. 

Still there is no doubt that ultrabooks will give 
some impetus to the overall laptop market. “By most 
estimates. ultrabooks will be able to reverse the trend 
(of falling sales) for laptop makers." says G. Rajeev 
Senior Market Analyst. Mobile Devices and Tablets 
IDC Centre for Consultancy and Research. As lor 
India. tablets are hardly in the reckoning. "Tablets arc 
at least a year away from making a significant impact 
in India," he adds. "Apart from the Apple iPad, none 
in the tablet category has seen any traction." $ 
Courtesy: G&G 


For more details, visit: 
businesstoday.in/ultrabooks 
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How the Aadhaar project is taking the first steps towards 





tis a cold, windy morning 
in Meru village. in 
Jharkhand’s Hazaribagh 
district. In the courtyard 
by the dilapidated library, 
dozens of locals have 





gathered, some in their best clothes. 
Kamla Devi, a slightly built 2 1-year- 
old, waits to withdraw money, 
clutching a laminated card that 
bears her unique identification (UID) 
or Aadhaar number. The 'business 
correspondent' (a bank-appointed 
agent) punches the number into a 
hand-held device known as a 'Micro 
\TM` and scans her fingerprint. 
Several minutes and two authentica- 


Banking, rural style 





By SHWETA PUNJ 


tion attempts later, Kamla Devi gets 
her 1100. This is the first financial 
transaction the that she has made in 
her life. "It is quite simple," she says. 

Kamla Devi's transaction should 
have taken seconds. not minutes. 
Ironing out kinks in the world's 
biggest personal identity project is 
part of what is going on in Meru. The 
village. about 100 km from the state 
capital, Ranchi. is one of the sites for 
Unique Identification Authority of 
India's (UIDAI) pilot project to link 
Aadhaar with pavouts under the 
Mahatma Gandhi National Rural 
Employment Guarantee Act 
(MGNREGA). 


BC's bank account 


delivering the promise of transforming a nation. 


The UID project evokes reactions 
ranging from ardent support to cyn- 
icism to suspicion. Advocates say it is 
one of the best ways to solve India's 
gargantuan problem of delivering 
governance to 1.2 billion people. 
Critics say it is too ambitious and 
high-tech for a country where nearly 
40 per cent of the population is still 
officially defined as poor. 

Two significant aspects often get 
obscured in the debate. One, UID 
could spur development through 
entrepreneurial activity. and two, it 
could empower women. MGNREGA, 
the flagship welfare scheme of the 
United Progressive Alliance (UPA) 
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Kamila Devi, 
a 21-year-old 
Jharkhand 
villager, makes 
her first financial 
transaction - à 


*100 - using 
Aadhaar. UID 
will enable rural 
women to have 
access to thei! 
own earnings, 
instead of relying 
on the maie head 
of the household 
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government, has been mired in cor- 
ruption. UIDAI chairman Nandan 
Nilekani says Aadhaar can help en- 
sure the money goes to the people it 
is meant for. At present, an estimated 
one-third of 11.5 trillion (a trillion 
equals 100,000 crore) meant for 
social sector schemes and subsidies 
does not reach the poor. Aadhaar 
could be an effective delivery tool — 
and much more. 


Enterprise Catalyst 

The UID project's open architecture 
lends itself to innovative applications. 
Besides MGNREGA payments, 
Aadhaar can be linked to distribution 
of cooking gas and foodgrain, cash 
transfers, and identity proof for SIM 
cards. It has the potential to spur 
enterprise and consumer applica- 
tions. For instance, consumer goods 
companies could design applications 
to monitor the supply chain and im- 





prove connectivity with retailers in 
rural areas. Services such as insur- 
ance would improve. as insurers 
would have better information about 
potential customers and be able to 
offer more competitive rates. 
Verification costs of banks. insurance 
companies and other services will 
come down. "I call it an app store for 
development," says Nilekani. 
Namrata Kohli, a 201 1 graduate 
of the Indian School of Business. 
Hyderabad. has drawn up an 
Aadhaar-based business plan for a 
software called Vishwaas. "The idea 
is to facilitate transactions between 
multiple bank accounts and credit or 
debit cards," says Kohli. She says it 
will eliminate the need to carry mul- 
tiple cards and remember several 
passwords. It could facilitate banking 
and financial services in rural areas. 
and e-commerce in urban ones. 
Pune-based Shardul Lavekar co- 






Baldev Rao and his 
wife live with their 
four children in a 
350 sq ft hut in 
Manmadu village, 
Jharkhand. They 
go barefoot even in 
winter. They brew 
country liquor for a 
living. Aadhaar 

is their only proof 
of identity 














founded EasyMontra Technologies 
with three partners. They have de- 
signed a solar-powered device that 
connects to mobile phones via 
Bluetooth, and can enable people in 
rural India to open bank accounts. It 
will use Aadhaar for identity verifica- 
tion. "Right now, we rely on intro- 
ducers, which adds to operational 
costs," says the 2 3-year-old Lavekar. 
"UID will ease our operations." 

It is not just start-ups that think 
so. Shikha Sharma, Managing 
Director and CEO of Axis Bank, says 
it will help even large banks such as 
hers. "The cost of identification is a 
big challenge." she savs. 

The Boston Consulting Group 
(BCG) says in a report on the opportu- 
nities in a post-Aadhaar world that 
the UID project is a mega trend. "The 
Internet was a mega trend, and in 
India, urbanisation is a mega trend," 
says Neeraj Aggarwal, Director. 








MGNREGA worker Chameli Devi, a widow with 
three children, earns 13,000 in a good month. 
She had to forgo a day's work and spend 78 to 
get her money from the post office. Aadhaar 
saves on transaction costs 
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“Anything that brings fundamental 
change at different levels — causes 
companies to rethink the way they 
do business — is a mega trend." 

In a year, UID has created entire 
ecosystems. Nilekani gives the 
example of the nationwide network 
of 70,000 operators who are 
enrolling residents for numbers. He 
also points out that biometric devices 
are now an industry. As a result, the 
price of iris scanners, for instance, 
has reduced. Mobile phone maker 
Nokia has developed a handset with 
an in-built fingerprint scanner. so 
that even a phone can be used for 
authentication. The UID database 
could help services improve their 
last-mile delivery, says technology 
expert Lax Gopisetty, who is also 
Practice Sales Manager at Infosys. 
Since it is technologv-driven. he 
adds, UID will leave little room for 
malfunction and manipulation. 


Inclusion and Mobility 

In India, men often manage financial 
resources that belong to women. By 
requiring the woman's presence, 
Aadhaar helps her exercise her right 
and empowers women such as 
Kamla Devi in Meru to have direct 
access to the money they earn. 









In the veranda of 
the library in Meru 
village, Hazaribagh 
district, Jharkhand, 
MGNREGA workers 
and BPL card 
holders queue up 
to withdraw cash 








“We feel that with 
Aadhaar we can 
strengthen social 
security and target 
subsidies" 


Arjun Munda, 
Chief Minister, Jharkhand 





Another Meru resident, Chameli 
Devi. says: "We can take our money 
at our convenience. Earlier, | would 
spend nearly 38 to go to the post of- 
fice. and it cost me a day of work. 
Now I can withdraw as much as I 
need." Through MGNREGA, she earns 
about 3X 3.000 in a good month. 

Not only does Aadhaar help 
Meru's women be more independent, 
it also allows them to save and to 
provide their children a better educa- 
tion. Another villager, Kiran Devi. 
says she wants her three children to 
get Aadhaar numbers, “My sons can 
go wherever they want to study and 
work,” she says. 


Kiran Devis comment touches 
on an important aspect of Aadhaar: 
it will help make education and med- 
ical records portable. Schools could 
use fingerprint scanners to verify 
students’ and teachers’ attendance. 
Hospitals could match medical 
records of patients in different cities. 

Preetha Reddy. Managing 
Director, Apollo Hospitals, says: “UID 
could help build a GIS-compatible 
health information system, and es- 
tablish nationwide surveillance and 
diagnosis facilities for service and 
research on infectious diseases.” 
Given that many Indians lack iden- 
tity proof and migrate for work, 
maintaining health and immunisa- 
tion records is a challenge, she says. 
“It is often not known what a child 
has been immunised against. UID 
would reduce this problem.” 


Political Challenges 

The magnitude and complexity of 
Aadhaar elicits a range of reactions. 
Prime Minister Manmohan Singh 
has often applauded it as a key UPA 
project. but rural affairs minister 
Jairam Ramesh, a sceptic, has chal- 
lenged Nilekani to prove that it can 
work in rural areas. Indeed, the rea- 
son Jharkhand was chosen to test- 
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drive Aadhaar is that it 
has a champion in Chief 
Minister Arjun Munda. 
who belongs to the Bharatiya 
janata Party. “With Aadhaar, 
we can target subsidies," he says. 
“If there is one Aadhaar card in a 
lamily, we can track its growth." 
Munda says he wants to connect all 
social security schemes with 
Aadhaar, from BPL (below the pov- 
erty line) cards to MGNREGA to stu- 
dent stipends. 

There are bound to be implemen- 
tation challenges in a state such as 
Jharkhand, where some 3.5 million 
people are below the poverty line and 
Naxal-atlected areas are a few kilo- 
metres from Ranchi, In March 201 1. 
Niyamat Ansari, an aide to econo- 
mist Jean Dreze, was murdered alter 
he exposed misappropriation of 
MGNREGA funds by a district official. 
"There are fake muster rolls and 
money is withdrawn for non-existent 
workers," says Ajay Kumar Singh. 
MGNREGA Commissioner, Jharkhand. 
This is what UID will counter. 

The Jharkhand pilot project. un- 
der way in Chandil, Hazaribagh and 
Ratu districts, is thus a litmus test. 


Far from Perfect 
Aadhaar advocates like to highlight 
the reliability of biometrics linger- 


prints and iris scans — as one of the 
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project's greatest strengths. But crit- 
ics question precisely this. Of the six 
people Business Today observed being 
identified in Meru village, three had 
problems with fingerprint authenti- 
cation. Repeated attempts produced 
results in two of these cases, while 
the third had to be authenticated us- 
ing old-fashioned paper records. But 
Nilekani says UIDAI's analysis shows 
that the accuracy rate is high. 

In December 2011, the 
Parliamentary Standing Committee 
on Finance asked the government to 
“reconsider and review" Aadhaar. 
saying that it did not guarantee ben- 
eliciaries of schemes were being cor- 





"You should not 
outright reject a 
solution because it 
does not work in 100 
per cent of cases" 


R.S. Sharma, Director General and 
Mission Director, UID 





"UID could help 
build a biometric 
and GIS-compatible 
health information 
system, and also 
help establish 
robust nationwide 
surveillance and 
diagnosis facilities 
for service 
and research 
on infectious 
diseases" 


Preetha Reddy, MD, 
Apollo Hospitals 





















rectly identified, that it raised privacy 
concerns, and that its financial impli- 
cations had not been studied. Home 
Minister P. Chidambaram voiced se- 
curity concerns, as private parties 
are involved in collecting biometric 
data. UIDAI Director General R.S. 
Sharma says: "You should not out- 
right reject a solution because it does 
not work in 100 per cent of cases.” 

On January 27, the Union cabi- 
net finally decided that the Registrar 
General of India (RGI) and UIDAI 
would split the collection of biomet- 
ric data. UIDAI will cover 600 million 
residents, in addition to 200 million 
earlier. The remaining 600 million 
will be recorded by the RGI, which is 
part of the Ministry of Home Affairs, 
through its National Population 
Register scheme. UIDAI has been 
asked to review its process to address 
security issues. 

Despite controversies, the bottom 
line is optimism: people are queuing 
up for numbers. and companies are 
participating in pilot projects. Baldev 
Rao, a resident of Manmadu village, 
Ratu district, Jharkhand, says: "We 
couldn't believe earlier that getting 
our wages would be this simple." For 
farm labourer Bhushan Mahto, who 
is from the same village, Aadhaar 
equals trust. He says: “My identity 
will make people trust in me. If I ask 
lor help, I will get it." 
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"The best way to deal with the controversy 
over UID is to show its usefulness" 


UIDAI Chairman Nandan Nilekani 
spoke with Business Todav on the 
Aadhaar project in November 201 1 
and January 2012. Excerpts: 


How are you reacting to all the 
controversies surrounding the 
UID project? The Parliamentary 
Standing Committee on Finance 
finds the project to be 
“conceptualised with no clarity”. 
Everybody in the government agrees 
you need UID and the applications. 
The question is: who does the enrol- 
ment. I think the best way to deal 
with that is to show its usefulness. To 
show it will allow you to give un- 
matched benefits to people. I think 
that's what will win the debate. 


There are huge privacy concerns. 
The worry is that UID could open 
up data for manipulation. 

Privacy is something you trade for 
convenience. When you talk on the 
phone, you risk being overheard — 
talking on the phone could be taken 
as invasion of privacy. But the fact 
that I have a cell phone and any- 
body can reach me anywhere 
is an empowering thing, and 

I am willing to take the risk 
for that. When you apply 
lor a loan, you share de- 
tails of your assets. That 
is confidential informa- 
tion, but you share it for 
the benefit of a loan. 

The information we 
collect is name. age. date 
of birth and sex. This 
information is already 
available if you have a 
voter card or passport. 
Once the convenience of UID 
is understood, they will see 
that what they are giv- 
ing up is trivial. 
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Of course, they are giving biomet- 
rics, which other people don't take. 
But we have kept biometrics offline. 
Nobody has access to the data. It is 
not shared with any private com- 
pany. Modern principles of security 
have been used. This is the world's 
first online ID system. From no ID to 
online ID— we are jumping two steps. 


What change have we seen in the 
past year? 

First, the enrolment ecosystem of 
70.000 operators. Within that, there 
is a device ecosystem that is driving 
innovation and competition. Till 
now, the biometric space was not 
industrialised. We industrialised the 
space. When we began, an iris 
camera cost around 11.3 lakh. Now 
it costs under 340,000. And once we 
get into authentication, we will have 
an ecosystem for that, 













What could UID mean for the 
country in, say, the next decade 
or so? 

Because this is an online ID. in the 
cloud. it can be verified anywhere. 
No other system gives you that. It 
becomes a gateway to public serv- 
ices. In the future. three numbers 
will be empowering — Aadhaar, or 
the number with which you can 
confirm who you are to anybody, 
mobile phone number, and bank ac- 
count number, 


You have often described 
Aadhaar as an app store for 
development. In which sectors do 
you see innovation? 
The sky is the limit! There will be 
three sets of applications. One will be 
government applications — electronic 
transfer of benefits and so on. The 
second set could be enterprise appli- 
cations. For instance, FMCG compa- 
nies could design an application to 
improve last-mile connectivity. The 
third set would be consumer applica- 
tions by entrepreneurs. The public 
service interface will become more 
professional. We are doing for 
the common man what 
\ liberalisation did for the 
middle class. 
I give the example of 
the global positioning sys- 
tem, which was given to 
me by the CEO of Nokia. 
The US Depart-ment of 
Defense developed GPS to 
target missiles. But the 
technology is now used by 
planes, cars. and Google 
Maps. GPS answers the 
question ‘Where am I?’ We 
are answering the question 
‘Who am I?’ € 
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Welcome to THE MET - the future of 
hospitality. Innovative design, modern 
technology and eco-friendly practices have 
been enhanced with new ideas and bright 
insights. Enjoy luxury with a conscience at 
our smart new avatar. 


Elevate your business experience with our 
state-of-the-art facilities and host of 
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All Perked Up 


The entry of Starbucks will probably segment the Indian market, 
but existing cafe chains are unlikely to cede any ground. 
By GEETANJALI SHUKLA and K.R. BALASUBRAMANYAM 


ndia is quickly warming to the 
coffee house culture. and the 
entry of the biggest name in the 
business is stirring up the mar- 
ket. As Seattle-based Starbucks 
Coffee contemplates its strategy, its 
biggest rivals, Cafe Coffee Day and 
Barista Lavazza. are making inroads 


58 BUSINESS TODAY March 4 2012 


in small cities and towns, 

In the coffee house business, a 
larger footprint means more revenues 
(see Number of Cafes of Top Chains in 
India, page 60). Starbucks, in a 50:50 
joint venture with Tata Global 
Beverages, called Tata Starbucks Ltd, 
plans 50 outlets by the year-end — a 


drop in the ocean for the 
17,000-store global chain. When the 
venture was announced, R.K. 
Krishna Kumar, Vice Chairman. Tata 
Global Beverages. said the group may 
target 3.000 outlets in India in a few 
years. The Tata Group, of course, is 
no newcomer to the business, having 


NVUVEH Vive 


That we are India’s No.1 Multiple Stream Private University 
as ranked by India Today? 






That our ECE program is accredited by EAC of ABET, USA? 


That we placed a record 2336 student in 15 days? 


That we have sent 300 students to MIT, Cornell, Madison 


etc. under Semester Abroad program? 
9 Or the Nobel Quest organized by us that was inaugurated 
‘st by six Nobel laureates? 


YES! 


THESE ARE OUR BIG ACHIEVEMENTS. 





BUT NOW WE ARE IN A DIFFERENT LEAGUE 

AFTER OCTOBER 12, 2011: 

THE DAY WHEN OUR STUDENTS DISPLAYED 

THEIR INNOVATIVE SPIRIT TO LAUNCH SRMSAT 

A NANO SATELLITE CROWNING SRM AS 

INDIA’S FIRST PRIVATE UNIVERSITY TO ACHIEVE THIS FEAT. 


OUR STUDENTS ALSO MADE THE NATION PROUD 
BY CREATING AN AWARD WINNING 
GREEN AIRPLANE DESIGN AT NASA, USA. 









It was truly a moment of pride at SRM L 
when students from twelve depe 
unleashed their innovative talent to 
launch a nano-satellite called - 
satellite was launched into orbit by ISRO's 
PSLV-C18 along with Mega-Tropiques satellite, 
an Indo-French mission. 


SRMSAT is now at 865 km earth-orbit monitoring 
greenhouse gases, carbon-dioxide and water vapour in the tropics. 


The SRMSAT weighs 10.9 kg including three solar panels and was built at a cost of Rs 1.5 crore. 
The students are keeping track of the satellite monitoring its performance through the ground 
station, they erected at the university. SRM is the first private university in the country to have 
launched a nano-satellite. 


Besides SRM has created award winning green airplane designs at NASA, USA. This places 
the SRM University in the same league as Purdue University, Indiana University and Georgia 


Institute of Technology and Indian Institute of Technology, Kanpur. 


Kudos to our students and thanks to ISRO and NASA 
UN IVERS ITY 


SRM UNIVERSITY, SRM NAGAR, Kattankulathur - 603 203, (nuer SEC HON S 
Kancheepuram Dt., Tamil Nadu, India. 
Ph: +91-44-2745 5715, 2745 3433 | Fax: +91-44 2745 3622 Web: www.srmuniv.ac.in 


CAMPUSES: CHENNAI | DELHI ENGINEERING | MEDICINE & HEALTH SCIENCES | MANAGEMENT | SCIENCE AND HUMANITIES 











L Cafes 





been a Barista partner earlier. 

In a market pegged at nearly 
11.440 crore and expected to grow 
at a compound annual rate of 30 per 
cent over five years, rivals are un- 
fazed, as the Indian market is under- 
penetrated. A recent report by 
Technopak Advisors says the market 
grew by 200 stores a year for the past 
live years, and was worth $190 mil- 
lion by 2010/11. India has over 
| 400 cafes, and Technopak says the 
country has space for up to 2,700 
more in five years. This is tiny, com- 
pared to 200,000 cafes in Italy (see 
Room for Growth). 

Santhosh Unni, CEO of Costa 
Coffee India, says: “The cafe market 
is small, and needs to grow faster. 
The entry of chains like Starbucks 
and Dunkin’ Donuts will help gener- 
ate more demand.” 

Venu Madhav, Chief Operating 
Officer, Cafe Coffee Day says. “The 
news about Starbucks's entry will 
increase awareness about coflee, and 
enlarge the community of cafe goers. 
There is enough room for everyone 
to grow.” Since the chain started in 
1996, at least four international cof- 
fee brands have entered India, and 
the market has grown with every 
entry. Cafe Coffee Day plans to add 
250 outlets over the next vear. 

Los Angeles-based Coffee Bean & 
Tea Leaf opened its first non-metro 
outlet in Pune in December 201 1. 
and plans to open six more over the 
next three to four months. Barista 
Lavazza plans to focus on its pre- 
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mium Espression outlets. The first 
one opened in Delhi in November 
2011. “We plan to open Espression 
stores in key metros in the next 12 to 
18 months,” says R. Shivashankar. 
South Asia Director, Lavazza. 

Turin-based Lavazza seeks to 
make India its second largest market 
alter its home country, Italy. India 
accounts for three per cent of 
Lavazza's global turnover, and the 
company aims to increase this to 10 
per cent in five vears. 

Besides Starbucks, another pre- 





mium player — Dunkin’ Donuts — will 
enter India this year. Prices are likely 
to rise as a result. "There is a chance 
of people being upgraded to a higher 
price point, as they were when Cafe 
Coffee Day came in," says Raghav 
Gupta, Principal, Booz & Company. 

On the India pricing strategy. 
John Culver, President, China and 
Asia-Pacific, Starbucks Coffee, savs: 
"We are going to be priced according 
to where the market sits and the 
premium experience we offer.” 

A growing market can accom- 





“The entry of chains like Starbucks and 
Dunkin’ Donuts will help generate demand" 
Santhosh Unni, CEO, Costa Coffee India 





modate more players. but the oper- 
ating environment is getting 
tougher. “Real estate remains a 
challenge." says K. S. Narayanan, 
CEO of PanIndia Food Solutions. 
which operates Coffee Bean & Tea 
Leaf stores in India. Starbucks is 
aware of such constraints. "We are 
going to be disciplined about how 
we grow in India," says Culver. "We 
are obviously going to be aggressive 
and grow as quickly as we can. 
But we are going to make sure the 
infrastructure is 
there to support 
growth aspirations." 

The Tatas will 
leverage group busi- 
nesses for the back 
end of the venture. 





ROOM FOR 
GROWTH 


Per capita coffee 


Dunkin’ Donuts has tied up with 
Jubilant Foods, whose success with 
Domino's Pizza is testimony to its 
understanding of the supply chain. 
Indeed, it could give Starbucks a 
run for its money in India. 

[n any case. analysts expect 
Cafe Coffee Day to stand its ground, 
albeit in the value segment. be- 
cause of its vertical integration and 
reach. COO Madhav says: "We will 
deepen our engagement with con- 
sumers and expand our network." 
For example. his 
chain's outlet on the 
IIT campus in 
Kharagpur, West 
Bengal, is the only 
one within a 100 km 
radius. It may seem a 


Most of the coffee consumption: stretch to service 
will come from Tata 80 gm a year such locations, but 
Coffee's estates in in India, 8 kg in the company is will- 


Karnataka and 
Tamil Nadu. Food 
will be sourced via 


developed markets 


ing to go the extra 
mile — or 60 miles — if 
there is a market. 


the Tata-owned Taj Number of cafes: It would take 
group of hotels and 1400-1600 in India, Starbucks a while to 
TajSATs, the Group's 200,000 in Italy get to such places. 

airline catering arm. l What the entry 
Some outlets may be India can accommodate — of the two American 
in Taj hotels and up to 2,700 more giants will do is in- 
Westside stores. But cafes in the next crease segmentation 
Starbucks's Culver five years in the cafe market. 


says that the Indian 
venture will not re- 
strict itself to five- 
star locations, and is 
considering railway stations and 
university campuses. 

Analysts say Tata Starbucks's 
combination of back- and front-end 
strengths set it apart in the pre- 
mium segment. Saloni Nangia. 
President, Technopak. says: 
"Starbucks understands how to 
create the Starbucks experience. 
For the supply chain, which is the 
difficult part in India. the Tatas 
bring in complete understanding." 

The other big late mover in the 
cafe business has similar strengths. 


PSEA 
Source: Cafe Coffee Day, Technopak 


“There is going to be 
polarisation.” says 
Harish Bijoor, CEO, 
Harish Bijoor 
Consults, and former VP at Tata 
Coffee. “At one end will be the pre- 
mium market dominated by 
Starbucks and, at the other, the 
popular market led by Cafe Coffee 
Day." And perhaps that is how 
things will be until the two 
American giants get hungry for 
more, and look to expand beyond 
the premium segment. € 
ADDITIONAL REPORTING BY 
ANUMEHA CHATURVEDI 
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Money and growth prospects draw 


employees to an organisation. But work 


* 


culture is the true glue that makes them stay. 
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2001 
1 Infosys 
2 P&G 

3 HP 

4 ICICI 
5 Hughes Software 


2003 

1 P&G 

2 American Express 
3 NTPC 

4 J&J 

5 GlaxoSmithKline 


1 Infosys 

2 Sasken 

3 Genpact 

4 HCL Comnet 
s NTPC 


2007 

1 Microsoft India 

2 MindTree Consulting 
3 J&J 

4 Sapient 

5 Infosys 
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Mi icro 


2002 

1 Infosys 

2 P&G 

3 HP 

4 SmithKline Beecham 
Consumer Healthcare 
5 Satyam 





2006 

1 Infosys 

2 MindTree Consulting 
3 Satyam 

4 Dr Reddy's Labs 

5 Sapient 


2008 

1 Microsoft India 
2 iGate Global Solutions 
3 HCL Infosystems 

4 HSBC 

5 Marriott Hotels India 
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A myriad things go 
into creating a company 
where people enjoy working 
and would like to stay on. You 
need competitive salaries, timely 
promotions and learning opportuni- 
ties. And then there are the intangibles. 
What is a good dish without care and love lavished 
on its preparation, or the right ambience in which 
it is served? So, does a company make employees’ 
roles clear to them? Does it care for diversity? How 
does it downsize? 

In this season of appraisals, when white forms 
in brown envelopes are landing on workstations, 
you may find these questions sloshing around in 
numerous minds — employees’ as well as employers’. 

For the answers. Business Today, in its 11th 
listing of the Best Companies to Work for, brings 
to you the results of an Indicus Analytics survey 
spanning 6,176 employees — 12 per cent of them 
women — across 4,436 companies in 323 towns 
and cities. 

Predictably. money is a key consideration. 
especially at the lower rungs of the ladder. Growth 
prospects are almost as critical. However, CEOs and 
heads of human resources (HR) would do well to 
pay attention to a third dimension: for, the culture 
of a place is increasingly vying with compensation 
and growth in defining the appeal of an employer. 

"Many people tend to accept whatever comes 
their way when they begin their careers," says 
Hitesh Oberoi, the CEO of Info Edge India. which 
owns job portal Naukri.com. "Even so, young 
people today also ask about the work culture." 


gee er tet eewnwe 
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They want to know if the 
company is really one 
where they can build their 
careers. At senior levels, too, 
most professionals seek more 
than a good salary. 
So, you would think, the simple solution 
lies in providing a good work culture. But that's 
simpler said than done. After all. who is to say 
what constitutes good culture? 

“There comes a time when you have to ask 
yourself: ‘Do I wish to be with the company I want, 
or do I want to be with a company that wants 
me?'” says C.C. Lakshmanan, Head of Research 
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Today, we rank second amongst the world's gold exchanges**, maintaining 





our constant endeavour to function with absolute transparency, the highest MOX 
governance standards and to always be open and welcoming towards | 

public scrutiny. If there's one thing we've learned from the precious metal METAL & ENERGY 
revered across the world, it is being true to our values. Trade with Trust 


World's no. 1 in Silver | World's no. 2 in Gold | World's no. 2 in Natural Gas | World's no. 3 in Crude Oil** 
World's 5th Largest Exchange in commodity futures*** 





Source: Based on the comparison of trading volume for the calender year 2010 and January 1st- June 30th 2011 “In terms of the number of commodity futures contracts traded ##0ata 
published for the period between January 1st - June 30th, 2011 on the website of the exchanges and FIA Survey, September 2011, FOI data and subsequent updates. 


Disclaimer: Multi Commodity Exchange of India Limited is proposing, subject to market conditions and other considerations, a public offer of equity shares by way of an offer for sale and has Med a Draft 
Red Herring Prospectus ("DRHP") with the SEBI. The DRHP is available on the websites of SEBI at www.sebi.gov.in and the book running lead managers at www.edelwesshin com 
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and Development (R&D) at ITC. Lakshmanan joined 
the cigarettes, hotels and fast moving consumer 
goods (FMCG) behemoth in 1995. Four years later, 
he left for General Electric to set up its advanced 
science and technology R&D in Bangalore. He 
returned to ITC in 2005, mainly because he 
wanted to set up another R&D centre from scratch. 
“How often do people get the opportunity to join 
an established company and develop a blueprint?” 
he asks. “Besides. the growth of the company 
was compelling.” 

In speaking of growth, Lakshmanan speaks for 
all high-performing managers, who are estimated 
to comprise 15 to 20 per cent of the working 
population. For the others, there are other 
considerations. 

“For the bulk of the employees, a good work- 
place really means one which provides a secure 
job, and one which does not 
ask too many questions 
about performance,” says 
K. Sudarshan, Managing 
Partner with executive 
search firm EMA Partners 
India. 

























Overall. the data suggests that the key to 
employee engagement lies in providing growth 
opportunities, varied roles and empowerment. 


ake FMCG company, Agro Tech Foods, 


best known for its instant pop corn 
brand, ACT II. Gaurav Gupta, who 
upon joining the company after grad- 


uating from Management 
Development Institute, Gurgaon, seven 
years ago. was made Area Manager for Punjab. 
After two years. he was looking after Delhi and has 
since risen to Group Product Manager in charge 
of the popcorn division. "Once they know your 
ability, they give you responsibility and trust you 
to take decisions," he says. Agro Tech is majority 
owned by US foods giant, ConAgra Foods. Adds 
Narasimha Rao, the company's Vice President of 
HR: "Young people are hungry for 
experience and we believe in let- 
ting them acquire it." Agro Tech's 
attrition rate, at 1 5 per cent over- 
all and less than five per cent for 
key executives, is rivals' envy. 

So is ITC's. Its senior executives 
hardly ever quit. Attrition at senior levels is less 
than five per cent and for frontline staff around 
10 per cent. Naturally, ITC and Agro Tech rarely 
hire laterally. preferring to promote insiders. 

ITC also backs employee initiatives. "We allow 
people to incubate businesses,” says Anand Nayak, 
Head of HR. He recalls how the team in charge of 
the paper business suggested getting into greeting 
cards. A few years later they realised they were not 
getting anywhere and came back with a proposal 
to enter office stationery. The company placed a 
second bet on them. This time it hit the jackpot. In 
four years, office stationery has grown into a 
1500-crore business for ITC. 

The company's reputation for giving its 


a 


Ww employees a chance, or two, has spread. “We 


NN 


got ample feedback about ITC from our 
alumni," says Adithya Puri, who studied at 
the Indian Institute of Management, 
Kozhikode, and is now Assistant Manager 
in the company's sales management informa- 
tion systems. “It is known as a place that nurtures.” 
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& At Toyota U Trust, no car is transacted without meticulous valuation and road 
2 test. We pay attention to detail to ensure each used car meets the highest 
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Figuratively speaking. that would be music to Matching her loyalty is Kalpana Sampat, who 
the ears of those hoping to join ITC. But at travel has been with ICICI Pru since 2000. She had quit 
portal MakeMyTrip. it is literally music that drives public sector monolith Life Insurance Corporation 
some of the employees. Dushyant Arora, Assistant of India to jump into the private sector pool and 
Vice President, User Experience. who has been has since risen to become ICICI Pru's Chief of 
with the company for two years. says joining the ranch Operations in underwriting and claims. "1 
company was like taking a shot in the dark. “I did admire its culture of transparency, in which meri- 
not know much about the company and wondered tocracy reigns supreme," she says. 
if it would pav salaries on time." i 


He hit bull's eve. Not only does he get paid on owever, there are issues at workplaces 
time. he has fun, roping in the in-house band for P4 which go beyond transparency. flexi- 
events. No longer groping in the dark, he has h bility and opportunity. The litmus test 
turned down offers from better-known companies ba for the work culture is when people 
like Accenture. must be told to go. 


For those less adept at making music, there are This was the test that stared Max New 
Thai foot massages and wine appreciation ses- York Life in the face in 2010, when it had to lay off 
sions. And flexible hours. "Different employees 1.500 stalT as part of a reorganisation of distribu- 
have different needs," says Purva Misra, Senior tion infrastructure following key changes in regula- 
Vice President of HR at MakeMyTrip. "There are tions. It first identified 20 "leaders" to discuss the 
some young employees who can stay at work late issue and then roped in 700 others to communi- 


cate the grim news. "We 

were up Iront in revealing 

our problem and had one- 

on-one discussions with the 

affected employees,” says  : 

Rajit Mehta, Chief : b 


into the night, while there 
are others who can't. Some 
have greater leave require- 
ments than the others." 
The company tries to 
accommodate individual 
needs as far as possible. 

Flexibility is the mantra 
at business process out- 
sourcing (BPO) giant Genpact as well, especially 
when dealing with women employees. It offers 
them the option to work from home and sabbati- 
cals of up to a vear. "We are very sensitive and 
accommodating with women,” says Anjali Singh, 
who is Vice President with the company’s HR and 
training department. Genpact claims its work 
culture is what draws and retains talent, although 
it pays average salaries. “We have an overall attri- 
tion rate of 28 per cent, which is really the best in 
our line of work,” says Pivush Mehta, Singh’s boss. 

Women employees are vocal in favour of their 
employers at financial services giants HDFC Bank 
and ICICI Prudential Life Insurance Company. 
“We get all the support we need to take on 
any new project.” says Zenobia Mehta, who 
has been with the former for more than a 
decade and is now a Vice President. 
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DISCOVER THE EASE OF LEASE! 


LeasePlan's operational lease solution works on ‘usage’ rather than ‘ownership’ of 
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Satisfaction with 
Key Issues at Work 


Workload m. 


Connection between pay sa 
and performance u- PP 
Social recognition that working Hoe 


in your company provides 


Training and development LT 


opportunities provided 


Your job is conducive to Bm? — 


skill enhancement 


Opportunities for taking leadership immu 


and responsibilities 


WHAT MATTERS TO EMPLOYEES 


Work satisfaction and a good boss 


Operating Officer. 

Here, too, there was better treatment for 
women. Those on maternity leave, or in the family 
way, were spared the axe. 50 were some others 
facing financial problems. Some of the better peo- 
ple on the lay-off list were given temporary 
projects to help them with the transition. The 
company also created a team to assist the laid-off 
employees in finding jobs. "We kept up our support 
lor three months." says Mehta. The result? "We 
were the only company in our sector to gain mar- 
ket share in 201 1." 

Max is not the only one: many other Indian 
companies go the extra mile to accommodate the 
needs of employees facing personal problems. “We 
have a history of sticking by our employees when 
they are in financial or health-related difficulties,” 
says Rajan Dutta, President, Reliance 
Communications, the telecom arm of Anil 
Ambani's group. Its key employees get soft loans 
and easy access to top Mumbai hospitals such as 
Kokilaben Hospital, named after Ambani's mother. 

So, coming back to where we started, what 
constitutes good work culture: Perhaps all of this 
and then some. Clarity looks critical. 

"Company strategy and goals have to be 
defined clearly." says Arvind N. Agrawal, Head of 
HR at RPG Enterprises. RPG's processes clearly make 
an impression on employees, as seen in the case of 
Sumit Khare, General Manager with group com- 
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E Extremely satisfied — Bill Somewhat satisfied 
E Neutral W Somewhat dissatisfied 
Wl Extremely dissatisfied 


Boss's active involvement 
in career developement 






Communication with boss 


Recognition 
received from boss 


Overall relationship 
with your boss 


Boss's management 
» capabilities 


Relationship with 
Immediate Boss 


Figures in per cent; totals may not add 
up to 100 because of rounding off 
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Source: BT-Indicus-PeopleStrong Best Companies to Work for in India 2011 Survey 





pany CEAT. Khare left in 2003, only to rejoin two 
years later. "I could not get this place out of my 
system," he says. "I loved the challenge and the 
learning this place offers." 


ccording to N.S. Rajan, who runs the 

People and Organisation practice for 

Ernst & Young. the culture defines 

how employees behave at work and 

die how work gets done. "People find reso- 

nance with an organisation depending 

on how they experience the workplace and the 
prevailing attitudes there." 

Adds Sanjay Singh, Senior Vice President of 
sales and distribution at ICICI Pru: "You are able to 
ride out a less-than-perfect situation in your career 
because you can see opportunities for growth and 
the goodness and transparency in the culture of 
the place." 

But good firms that nurture talent are also 
ripe for poaching. Nevertheless, it is a dish worth 
cooking. "A poor work culture neither attracts nor 
retains talent,” says Santrupt Misra, Head of HR 
at Aditya Birla Group. one of the country's biggest 
conglomerates. But you must cook with care. 
"Dumping many ingredients in a dish does 
not make it tasty. The way the cooking is done 
is crucial." 
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Send your comments to editor.bt&intoday.com 


HSOLNVS 





Driven by excellence since 1951, Elecon is Asia's largest gear manufacturing company enjoying a significant presence in India and abroac 
ndustry ano 


4 Elecon's proven expertise in technology and innovation has enabled it successfully decipher the changing requirements of the indust 
churn out technologically superior products from time to time. No wonder then that today Elecon is the supplier of choice to core sectors ke 
Sugar, Cement, Chemical, Fertilizer, Steel, Power, Plastic Extrusion and Rubber, among others 


Elecon Engineering. Gearing Industries. Gearing India. 


"E 


F t 
EN 
E^ 
1 





Dual Tandem Gear Box Fluid, Geared & Flexible Couplings SNU Worm Gear Box 


- 
ELECON ENGINEERING COMPANY LIMITED Post Box # 6, Vallabh Vidyanagar, 388 120, Gujarat, India. 


Gear Division: Tel.: *91 (2692) 236469, 236513, 236516. Fax: *91 (2692) 227484. E-mail: infogear@elecon.com ELECON * 
MHE Division: Tel.: +91 (2692) 237016, 236521, 236590. Fax: +91 (2692) 227020, E-mail: infomhe@elecon.com = 


I^ EMTICI ENGINEERING LTD. Marketing & Servicing Company Regd. Off: Vallabh Vidyanagar. 
Branches: Ahmedabad, Asansol, Bengaluru, Bilaspur, Chennai, Dhanbad, Indore, Jamshedpur, Kolkata, ELECON ENGINEERIN! 
Madurai, Mumbai, New Delhi, Nagpur, Pune, Secunderabad & Vadodara www.emtici.co.in 


IMPANY LIMITE 


Ear nare. erdar ctatie dolivery scheriile nroduct drawinas. oroduct cataloques and technical information visit WWW.elf V cm 


THE BEST 
TST Ty Top Ten 


TO WORK FOR 





Caregiver 


A personal connect makes employees stick to TCS 


hy leave a Tata company?" 

Those words from his father 

were enough for Latesh Sewani, 

a chartered accountant in the 

corporate strategy team at Tata 
Consultancy Services (TCS), to reject a job 
offer from ICICI Bank in 2004. Never mind 
that it promised to nearly double his salary. “I 
haven't regretted my decision." declares Sewani. 
Being a part of the Tata Group meant everything. 









itin Mohan found himself in a tight spot a 
r ago when his father fell ill. "All I had to do was 
a mail to my manager for a month's leave and 
surance paperwork," says 
1e BPO arm of TCS. 

'rsonal connect that has helped TCS 
as India's best company to work for in the 
isiness Today-Indicus Analytics annual survey. 
Achieving that connect is no mean feat, consider- 
ing that the company has 226,000 employees, 
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TCS 


from 103 nationalities, spread around 

the globe (Indians make up 93 per cent 
of the workforce), 

Keeping employees productive and 
happy is a key objective for the ci mpany. And 
it seems to be succeeding handsomely. TCs 
has the lowest attrition rate in the sector. at 

| 2.8 per cent, compared to 15.4 per cent for its 
nearest competitor, Infosys. which it pipped to the 
post in the BT-Indicus survey. That perhaps ex- 
plains how nearly 70 per cent of the Tata com- 
pany s total cost is incurred on personnel. 

Today. TCS is well on its way to beating its 
projection of hiring 60.000 people this financial 
year. It made 43,600 campus offers between 
August and December 2011, the highest for the 
company in a single year. "They will start joining 
by the end of June. We have never deferred an 
offer," says Ajoyendra Mukherjee, the companv's 
Vice President and Head. Global HR. 

S. Vaidhyasubramaniam, Dean, Planning and 
development. of SASTRA University in Thanjavur. 
Tamil Nadu, corroborates that: "We have been 
associated with TCS for over a decade and we have 
never had any issues." The company has been 
recruiting from SASTRA since 2002. This vear, it 
made offers to 1.755 final-vear students from 
the university. 

TCS's health care benefits are the best in the 
industry, says Mukherjee. "One of our initiatives 
is called 'Mpower'. As part of this, we have people 
managers at our centres and they deal with issues 
that employees might have." Another initiative. 
Maitree', reaches beyond employees. to their 
families, bringing them together for a number of 
cultural events. 

Perhaps that's why Latesh Sewani wants to 
retire at TCS. @ 
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lech Focus 


Eight of the 10 on the list are technology companies 













‘nearly three decades, Infosys had 
been used to one-way communica- 
tion with employees through 
‘town hall’ meetings and Infyrv. 
an internal network. Last year, it 
'ealised vould just not do: employees 
-way communication. And so 
into the doctrine of Eric Berne. a 
vchiatrist who came up with the 'parent- 
adult-child' theory that explains how peo- 
ple articulate their character through be- 
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INFOSYS 


Rohit Singhal, Business Analyst, Infosys 


haviour. Next, Infosys changed its 
communication with employees 
from ‘parent-child’ to 'adult-adult'. 
It also introduced Infy Bubble, a 
Facebook-like social networking 
platform. Executive Co-Chairman Kris 
Gopalakrishnan is a regular on it. And at- 
trition is down from 17.5 per cent in the 
quarter ended December 2010 to 15.4 per 
cent in October-December 201 1. 
GOUTAM DAS 
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WIPRO 


Iter the two joint CEOs 


to 14. 2- 
before 


exited in January last 

vear and T.K. Kurien 
took charge. Wipro was not ex- 
actly teeming with happy em- 
ployees. "Why Kurien;,” 
shouted some angry voices. 
“We have seen the company 
grow from $40 million to $5 
billion. How can they do this to 
us?” sobbed those who had been 
given pink slips. But there was 
also a group whose roles ex- 
panded. “The change is much 
needed,” they said, fists 
clenched in determination. 
With time, as positive results 
poured in, the change advocates 
burgeoned. Role overlaps made 
wav for clarity of roles. goals 
and objectives. Accountability 
increased. The treasured em- 
plovees were retained through 
‘bubble assignments’, which 
> 


gave them more to do. 
GOUTAM DAS 


Neeti Narang, Sr Manager (Marketing & Communications), Wipro 
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oon alter joining IBM, village." say 
Deepa Kedoor visited a 


government school in IBM social respon 





manager a 


East Godavari district ol in Bangalor 
Andhra Pradesh. That was that a sense o 
when an eight-vear-old boy came an organisati 
up to her and said he would like money. says Cl 
to join IBM when he grew up. It Sripada. the HR H 
filled her heart with so much its emplovees wil 
pride that she has not thought ol try salary chai 
leaving the company in live shortage Ol Opp 
vears. "The incident showed the diversity. And tl 
kind of involvement my company pride that moved | 
had with this school in a remote K.I | 





Deepa Kedoor, programme Manager (CSR), IBM 
= : Ranked #2 on career erowth prospects, ahead of Wip! 
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No. | in 
2007 and 
2008 


MICROSOFT 


oji Sekhon Gill, 45, considers herself 
lucky to be with Microsoft India. Other 
than being its Senior Human Resource 
Director, she has two critical responsi- 
bilities: a three-and-a-half-year-old 
daughter and an ailing 87-year-old 
father. So there are days when she 
comes to work at eight in the morning 
and leaves by 3.30 pm. Some of her 
colleagues do that every day, But 
Microsoft India's appeal does not end 
with flexible hours. It helps — even 
encourages — employees to develop 
skills which may have nothing to do 
with their work. For instance, Ankur 
Arora, a Solutions Specialist, has 
formed a music band with four col- 
leagues. He believes a people-friendly 
organisation should be able to tell its 
employees: “You are doing a great job 
and enjoy your life.” Arora does. 
SUNNY SEN 
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Ankur Arora, Solutions Specialist, Microsoft 


ooglers, as the employ- 

ees are called, joke 

that they gain 
weight after joining the com- 
pany. They would, given the 
sumptuous meals — on the house — 
Google provides. But Google is also 
about the mind, and the ‘breakout 
rooms — rooms where Googlers go 
to ‘think’ — cater to just that. Upon 
emerging from the room, they may 
ask for a drastic change of role, say 
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Kaushik Pillalamarri, Sr vp | 
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GOOGLE 
INDIA 





from product engineering to 
human resources, and the 
request could be entertained. 
The change sought can in- 
clude a shift to another city, or 
country. Amid the changes, says 
Jayashri Ramamurthy, Head of 
People Operations, Engineering and 
Products for Google India. the intent 
is to keep the ‘small company’ feel 
intact, despite the scorching growth. 
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RCOM 


nil Ambani loves the brand, 
Big. He has associated it with 
a number of offerings from 
his group: from multiplexes to radio. 
Little surprise, then, that employees at 
his telecom arm, RCom, talk about 
thinking big. The company puts its 
money where its mouth is, sponsoring 
a good idea from an employee from 





ACCENTURE 


anoj Biswas. the India head 

of human resources at 

Accenture, used to be a 
Major in the Indian Army. Naturally, 
his speech is peppered with references 
to his previous career. He insists that all 
the practices known to modern indus- 
try- training, re-skilling, career devel- 
opment, counselling, psychological 
interviews and psychometric analysis 
are practised by the Army. Biswas has 





‘operationlised’ some of those at 
Accenture and added some unique 
ones as well. Two of the unique ones 
stand out. One is an adoption leave 
policy, on the lines of maternity leave. 
The second allows an employee to do- 
nate ‘hours of work’ to a colleague 
who needs to be on extended leave be- 
cause of an emergency. And every 
employee has a career counsellor. 
GOU' 
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start to finish. It also allow 

ees to move across functions. Its tablet 
PC has not exactly killed the iPad, but 
to its credit the company took just 
weeks to put it in the marke 

pus in Navi Mumbai h:i 

courts, an upmarket gym! 
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HCL TECH 


heetal Sawhney runs a pro- 

gramme called Art Box at HCL 

lechnologies, in which she tells 
her colleagues how to pursue their pas- 
sion. Starting with 100 people. Art Box 
is now overtlowing with 1,300. This 
lollowing the passion can at times be 
injurious to health. D.K. Srivastava, 
Senior Vice President of Corporate 
Human Resources, once walked into a 
meeting with blood dripping from his 
hand. He had just attempted a critical 
catch on the cricket field and split his 
webbing. But the technology focus is 
intact. The company has been growing 
rapidly and getting into new areas like 
cloud computing and software for 
smartphones and tablet computers. 
Therefore. it has been picking people 
who are passionate about technology. 
An employee earns points when ap- 
preciated by colleagues, which can be 


redeemed for goodies. 
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ar, Engineer, L&T 





Sheetal Sawhney, Manager, HCL Tech | 





&T has a problem. According 

to M.S. Krishnamoorthy, the 

company s VP (Human 
Resources), it has strong rivals in 
electrical and automation, from 
where it can poach good talent. “But 
in engineering and construction 
and heavy engineering, few do the 
kind of work we do. So we have to 
train leaders from within.” 
Therefore. IM Ahmedabad and the 
University of Michigan's Stephen M 





ogy cc 
refused tc 


[c 
r 


L&T 


Ross School of Business have been 


roped in to give leadership lessons to 
the deserving among its 50.000 
employees. "In my four-and-a-half 
years at LAT, I have worked in de- 
sign, on the shop floor and now in 
business development. I don't think 
I'd have got this varied experience 
elsewhere." says Aditi Paradkar, a 
26-year-old engineer. who is poised 
to join the leadership course. 

G. SEETHARAMAN 
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How BI prepared this year's rankings of most-loved companies 


comprehensive reports of what the Indian em- 
ployee thinks of her company. 

This vear's survey was conducted by Indicus 
Analytics from September 6 to November 14, 
2011, with an online questionnaire. any employee 
of any company could answer. The Internet as the 


his is the 11th annual edition of 
« Business Today's Best Companies to 
Work for in India survey. This year. 
too. as last year, we partnered with 
Indicus Analytics to design and 
conduct the survey, with HR consul- 






tancy firm PeopleStrong helping us with 


questionnaire design and interpret 

Any regular, annual survey is a 
work in progress, with the method- 
ology undergoing minor tweaks 
each year, as well as major over- 
hauls from time to time. In 2009, 
we overhauled the methodology of 
this survey completely to make it 
one that is “by the employee and for 
the employee”. Last year, we added 
several facets that sought critical 
responses from employees: what 
makes a company attractive to em- 
ployees, what demoralises them, 
what upsets them enough to make 
them contemplate a job change. etc. 
This year, we sought employees’ 
views on their companies’ whistle- 
blower policies, sexual harassment 
policies. and adherence to ‘green’ 
principles while doing business. The 
insights gained from the responses 
have resulted in one of the most 


the results. 


21% 





Respondents’ Age Profile 


medium of the survey helped us reach deeper. For 
the survey, Indicus used its associates’ online sur- 


18% 





18s 





vey panels (of over five million urban 
Indian respondents). Mailers and 
other forms of online communica- 
tions were sent to over two million 
randomly-chosen prospective re- 
spondents, whose names were on 
these panels. [n all 35,000 visited 
the survey page and 6.636 filled out 
the questionnaire. After scrutiny. we 
had a final reportable sample of 
6.176. of which 760 were women. 

This year s respondent base is far 
more dynamic than last year's, even 
though we have fewer total respond- 
ents (last vear we had 8,634) and 
covered fewer cities (323 compared 
to 350 last year). This year's base is 
relatively younger and less experi- 
enced, and from smaller companies. 
Indian companies are better repre- 
sented than this year (4,436 compa- 
nies against 3,778 last year). 


COMPREHENSIVE rhe wide-ranging survey was carried out across: 
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31% 


36% 


21% 


had 2 years 
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60% 


Of respondents | were from were the sole 
were drawn | Northern | experience earning 
from five metros | India | or less members in 


their families 
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Data authenticity was ensured in two ways. 
The questionnaire was designed to include built-in 
verifications that rejected responses with contra- 
dictory/ incomplete information. We also carried 
out verification of about 15 per cent of the ac- 
cepted responses. Rejection was below 10 per cent. 


The Approach 

For the overall rankings, respondents were asked 
to rank five companies — across industries — that 
they felt were the best to work in. Next, they were 
asked to rank the top three companies among 
these five on each of five specified parameters: 
career growth prospects, financial compensation, 
work-life balance. performance evaluation. and 
other HR practices. The same approach was used 
to rank companies within sectors, the only differ- 
ence being that respondents could rank five com- 
panies only within their sector, and then rank the 
top three across the five parameters. 

The overall and sectoral rankings were com- 
puted separately, but using the same methodology. 
Rank 1 has higher weight than Rank 2, and so on. 
Also. the gap between Rank 1 and Rank 2 was 
considered more significant than that between 
Rank 2 and Rank 3, and so on. This difference is 
implemented by using the 90 per cent rule, 
wherein Rank 2 gets 90 per cent of the weight of 
Rank 1, and Rank 3 gets 90 per cent of the weight 
given to Rank 2, etc. Once rank scores were com- 
puted, the top ranked company got an index score 
of 100 and the scores obtained by the others were 
indexed to the score of the top ranked company. 

What was particularly interesting was the 
response to the new questions we asked this vear. 
Asked whether they believed their companies 
promoted ethical conduct and environment- 
Iriendliness, and protected emplovees from sexual 
harassment or harassment for whistle blowing, 
less than 15 per cent recorded any dissatisfaction. 
In fact, 76 per cent employees are satisfied with 
their management's attitude to sexual harass- 
ment. And surprise, this number is actually higher 
for women respondents, at 79 per cent. @ 
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Pampered. 


Away from the race for revenues and rankings 
some companies go out of their way to let employes 
have a good time. Here is a glimpse 











Some Nokia India staff take a break in massage chairs, while 
some others scoot around 


On “Wow 
Wednesdays”, Sumit 
Sharma of document t 
management company 
PitneyBowes gets to 
spend time with her son 
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Google India employees get great Ruchi Nair, in charge 
food on the house and “breakout employee engagement for North 
rooms” to chew on food for and East at HCL Technoloei 


thought tries her hand at th« euita 








snovation is essential for achieving high 
ance. But brilliant ideas are pointless 
<sommad execution. We bring strategic 
c ica insights to help you frame your 
snd the delivery skills to help you achieve 
e Making ideas tangible. Realising opportunities. 
— “Accelerating speed to market. That's high 
performance, delivered. 





Reshma Sinha Roy of Microsoft India, 
on her way home in a cab arranged 
by the company, takes a call from 
office asking if all is well 


Adobe Systems allows employees a month off 
after completing five years. Ankur Prakash, 
Computer Scientist, used it to pursue Indian 

classical music, something he had always wanted 

to do. Prakash is part of Wishing Well, Adobe 


India's in-house rock band 
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Employees of Directi, which makes Internet software, learn to tang 
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he last decade has seen a new dimen- 
sion emerge in the employer and em- 
ployee ecosystem. The employee has 
become a more informed customer. 
She is driven by his perception of a specific 
brand/organisation. But the organisation is 
driven by reality. Their interaction reaches 
fruition when individual aspiration (career 
growth) helps the organisation's perception 
(plans) meet reality (goais). 
The employee is a conscious customer 
who knows what she wants and has a 
clearly established roadmap. She is ready to 
go the extra mile to acquire skills. But she 
is not bothered about what an employer 
has to offer in general. She is concerned 
about what is offered to 
her. Therefore, it becomes 
imperative for HR leaders 
to manage employer-em- 
ployee relations by aligning 
Perception, Aspiration and 
Reality (PAR). 
v Business Today, Indicus 
Analytics and PeopleStrong 
came together in 2009 to 
conduct "The Best Companies 
to Work for’ study — a study 
‘by the employee, of the employee’. The re- 
sult was published in Business Today in Janu- 
ary 2010. It focused on how HR strategy 
eeds to be differentiated for different genres 
f employees. There were stark differences 
found in what employees wanted across 
various regions. HR delivery tools were the 
clear focus to cater to the varying needs of 
the employees. The study of January 2011 
gave us further insights on the preferences 
of GenNe oyees. It became very clear 
thé rategy needs to be built around 
orate brand values. 
However, the latest study reveals three 
interesting employee perspectives. 
e Why is the IT industry the poster boy for 
India's workforce? Is it actually the best sec- 
tor or is there a mismatch in PAR? 


































Winning Hearts and Minds 


Technology companies have been lea- 
turing prominently among the top 10 em- 
ployers for the last three years. Is it because 
the IT/technology vertical has generated 
a large number of jobs? But so have many 
other industries. 

TCS and Infosys are poster boys because 
the ‘what. how and when’ of brand promise 
of these organisations follow a consistent 
pattern. What is promised is being delivered 
The perception that these two companies 
provide stable jobs with good compensation 
has been managed well. This is reflected in 
the sector-wise rankings as well. 

The majority of employees from vari- 
ous industries have ranked the 
technology sector as their pre- 
ferred employer. Even the re- 
spondents from the banking 
financial services and insur- 
ance sector voted for six tech 
nology companies in the top 

10 list. (Infosys, TCS, Google 

Wipro, Reliance Communi- 
cations and IBM). 
The engineering & auto- 
motive sector is a rare excep- 
tion showing a diflerent trend. 
Though TCS remains the No. 1 choice of its 
respondents, they have chosen their own 
sector companies for the second. third and 
fourth ranks — Tata Motors, L&T and Ma 
hindra & Mahindra — and some more in 
the Top 15. Organisations that are able to 
clearly communicate to potential employees 
why they should join them, and to existing 
employees why they should stay on (Aspira 
tion), have got it right. 

However, it will be counter-productive 
if the experience on the ground (Reality) i 
different from what is originally communi 
cated to them. Thus. employer brand is the 
sum of PAR. There are three ways to make 
PAR a powerful tool for an organisation 
mAlign everything to simple core values 
The message has to be aligned to reality. I 
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product innovation is what 
drives you, ensure the mes- 
sage echoes that strongly. 

a Align employer branding 
to customer branding, as for 
instance, Tata Motors and 
ICICI Bank do. Employees 
connect to the growth story 
of the organisation and As- 
piration matches Reality. 
wiEnsure the organisation at 
all levels is driven by talent. It is ultimately 
people who matter the most. Some long for 
vertical growth and some for lateral growth. 
Entrepreneurial aspirations lead the way, 
especially among youth. Therefore. the 
organisation should create a culture of co- 
existence for employee aspirations and or- 
ganisational goals. 

els compensation an overrated attrac- 
tion and retention tool? 

yes and no. It is not the age, sector or 
tenure but an employee's current salary 
range that determines if compensation is 
a key driver of employment decision. Em- 
ployees in the salary range of 34 to 8 lakh 
rate compensation as the most important. 
whereas for individuals earning a lakh a 
month or more, compensation ceases to be 
among the top three drivers for the employ- 
ment decision. It establishes the fact that ca- 
reer anchors change as we progress. 

The talent package needs to be varied 
and differentiated at all levels. Once we 
have recognised the need for the differ- 
entiated package, the delivery tools will 
differ as well. 

_ Another paradox we discovered was that 
people who are below 24 years do not regard 


compensation as the key driver. It is the or- 


ganisation's overall brand promise that mat- 
ters to Gen Y. If the brand promise is woven 
around the core values of the organisation 


. and is not an amalgamation of ad hoc best 





ely reflects on how an em- 
ences his job. 
Vith TCS and Infosys, it is not about 


practices 
ploye 





"What they provide in terms of benefits but 


about the jobs and opportunities they create. 
It is the opportunity to upskill oneself within 
a decent work environment that marries the 
Aspiration and Reality. 
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similarly, with ICICI Bank 
and HDFC Bank, their depend- 
ability and good governance 
echoes well with what they be- 
lieve in, and a consistent pat- 
tern emerges for both custom- 
er and employee. It merges the 
Perception and Reality. 

eis HR too busy with 
transactional activities? 

The heartening revelation from the 
survey is that 71 per cent of respondents 
believe their senior management adheres 
to ethical values very well, as against 55 
per cent last year. It is the ethics and cul- 
ture that shape personality. If vou get the 
culture right, most of the other factors like 
great customer service, building a great 
long-term brand, and having passion- 
ate employees and customers will happen 
naturally. 

HR has to be the custodian of the culture 
though it is difficult to control, as it is the 
sum of all the moments of truth in the or- 
ganisation. However, HR tools facilitate and 
converge this into reality. 

Employee care is no doubt a fundamen- 
tal base of the HR function. However. it does 
not lead you to retaining or attracting em- 
ployees. It. at best, has sustenance value: it is 
not a unique differentiator. 

In the survey, ‘career and growth pros- 
pects in the company’ and ‘objective per- 
formance review’ have a combined weight- 
age of 44 per cent in the features that make 
a company desirable to work for. In com- 
parison, the two sustenance factors that are 
more about the 'employees-company/HR re- 
lationship’ ~ namely the ‘other HR practices 
of the company’ and ‘work-life balance’ is- 
sues — are considered relatively less impor- 
tant by the emplovees. 

If we compare this with what HR spends 
most time on, we find that too much time is 
given to activities of insignificant concern to 
the employee. HR spends most of its time in 
activities that are important but secondary. 
Employees want HR partners who are pas- 
sionate and business-like advisors, to whom 
they can go for issues of concern. @ 

The author is Co-founder and CEO, 
PeopleStrong 
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ROLL of Honour 


How respondents rated companies within their own work sectors 








Engineering & Automotive* Others & Diversified 






Rank Company Index score Rank Company Index score 
l Tata Motors 100 | Aditya Birla Group 100 
2 BHEL 66 2 Tata Group 48 
3 Mahindra & Mahindra 64 3 Indian Railways 34 
4 Maruti Suzuki 45 4 Educomp Solutions 31 

5 L&T 30 5 Adani Group 30 
6 Bajaj Auto 26 6 Godrej & Boyce 22 
7 Bosch 24 T Federal Express Corporation 18 
8 Honda 22 

8 Hero Motors 22 

10 Godrej & Boyce 21 






"Auto and auto components 





IT Hardware/Software 













Rank Company Index score 
| TCS 100 
2 Infosys Technologies 85 
3 Wipro 74 
l 4 IBM 57 
va) Reliance Industries 97 5 Google 33 
6 HCL Technologies 31 * 
- ©) NTPC 64 6 Accenture 31 
P ore Se ct 0 r* H Indian Oil Corporation 57 . = * 
49 
JU. ABB Limited 43 mene " 
31 


25 







Pharma & Health Care 


Rank Company Index score 

1 Cipla 100 

2 Ranbaxy | 76 

3 Pfizer 59 

4 Dr. Reddy's | 55 

5 Apollo Hospitals — 51 

6 Cadila Healthcare 46 : 
1 Lupin Laboratories Al 

8 Torrent Pharmaceuticals 30 

9 Johnson & Johnson India 28 


S 


Abbott Laboratories 





Banking, Financial Services & Insurance "T 





Rank Company index score 
1 HDFC Bank 100 
2 ICICI Bank 97 
3 SBI 61 
4 Axis Bank 43 
5 Tata AlG Insurance 32 
6 Bajaj Allianz — 3 
7 LIC of India 22 
T ICICI Prudential 22 
9 JPMorgan 18 
10 Birla Sunlife 7 
Telecom & Allied Services Manufacturing** 








* Rank Company - Index score Rank Company Index score 
\ | Reliance Communications — 100 | Samsung India Bun 
| 2 airte 61 2 LG Electronics India 93 
| 3 Vodafone Essar Cellular 36 3 Hindustan Unilever 73 
| 4 Idea Cellular — — 28 4 Sony India 54 
| 5 Nokia India 21 5 Dabur India 43 
uj 6 Aircel 20 * 6 Nestlé india 3i 
j T Tata Communications 19 | T Asian Paints 29 
l 7 BSNL 19 | 8 Tata Chemicals 21 
9 Ericsson India 18 9 PepsiCo india 20 : 
10 Nokia Siemens Networks — 13 10 — JK Lakshmi Cement 12 x 








**FMCG, durables, other non-engineening 
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Aonal Command 


TCS and Infosys rank first and second across in all four regions, but 
the rest of the pack gets shuffled 








Northern Toppers 


kaik edd Index score 






100 


{D CO N C^ Aa A — 





Eastern Toppers 


index score 





index score 


T I 100 
EH 01 


Source: 8F-indicus-PeopleStrong Best Companies 
to Work for in India 2011 Survey 
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GKB Opticals 












www.gkboptical.com 


| went to them for 
glasses. They gave me 
a new pair of eyes! 











VW — 


Piyush Sharma works on a laptop all day. But with our customised executive lenses; Ne no 
longer feels the strain. His faith in us is the reward for our personalised eye care. Because our 
success is measured only by customer satisfaction. With products and services that oferan 
experience like no other. 


ner cart 


Toll free: 1800-419-1990 (10am to 6pm) i - 
SMS eyecare <space><city name> to 54646 Shop online @ www.gkboptical.com 


. i iag a Tals 3 » r Store 
Join us on f www.facebook.com/gkbopticals (India's Largest Online Eyewear Stor 


AHMEDABAD C.G. Road | Iscon Mega Mall - AMRITSAR Celebration Mall - AURANGABAD Nirala Bazar - BANGALORE 
Basavanagudi | Indiranagar | Infantry Road | Jayanagar | Koramangala | Malleswaram | MG Road : CHENNAI 
Alwarpet | Annanagar | Express Avenue Mall, Royapettah | Mylapore Nungambakkam | T Naga 
Velachery + COIMBATORE DB Road - DELHI Saket (DLF Place) + DURGAPUR Junction Mall  GURGAO 
HYDERABAD Banjara Hills | Himayatnagar | Jubilee Hills - JAIPUR City Pulse Mall | MI Road + KOLKATA 
Lake) | City Centre (New Town) | Forum | Gariahat | Gurusaday Road | Hiland Park (Metropolis Ma! 

! Street | RB Connector | Rashbehari Avenue | Salt Lake | South City Mall - MUMBAI Atria Mall | Cole 
"MOST ADMIRED Santacruz (W) | Vashi Sec-17 + MYSORE Devraj Urs Rd + NOIDA TGIP - PUDUCHERRY Mission St + PUNE 
EYEWEAR RETAILER MG Road | Kalyaninagar · RAIPUR City Mall 36 - RAJKOT Grand Central Mall · SILIGURI Cosmos Mega ^ SURAI 
DF EAST INDIA 2011 Iscon Prozone Mall · VADODARA Centre Square Mall | Race Course Road * VIZAG Dondarparthi 
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Age Matters 


ICS, Infosys, Wipro, IBM and Reliance Communications figure in the 
Top 10 lists of all the age groups 





24 year-olds or younger — Between 25 and 26 years 


"s 






parr era Source: BT-Indicus-PeopleStrong Best Companies 
AGE GROUPS 


to Work For in india 2011 Survey 
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Green Beans 






UN JJ NE 


Roasted Coffee Beans 








A cup of brewed coffee 


TAKE A STEP FORWARD.“ 


START COFFEE ROASTING, 
GRINDING & PACKAGING UNITS. 









Demand for coffee in the country has been growing very fast. Traditionally 
only South Indian States were considered as the market for coffee. In 
recent years coffee has acquired a national presence and demand for 
coffee is growing much faster in the non-south regions. Between 2003 and 
2009 the coffee consumption has grown in the non-south regions @ 42% 
annually while it has grown by 3.5% p.a in the southern states. There are 
exciting business opportunities for coffee processing units especially in 
non-southern states. 


Coffee Board provides 25% subsidy with a ceiling of Rs 25 Lakhs per uni! 
to individuals and firms and 40% subsidy with a ceiling of Rs 40 Lakhs 
per unit to the self help groups and growers collectives or co operatives-on 
the total cost of the equipment. 


The eligible items for support are : Roasting, Grinding and Packaging 
machineries all together or either Roasting or Grinding machinery along 
with Packaging machinery. 


Existing units can also avail this benefit for addition of any of the 
components, 


Eligible Capacities of Machinery : Roaster of 10kg per batch or more 
capacity. Commercial grinder of 15kg or more per hour capacity 
Packaging Machines (pedal sealing, continuous sealing, filling and 
Sealing form fill and sealing , automatic or semi automatic Nitrogen 
flushing and sealing machine, amniotic and semiautomatic Vaccumissing 
sealing machine) are eligible for subsidy under the scheme . 


Please obtain complete details of the scheme and the detailed conditions 
of eligibility, application procedure etc by accessing 'Support for Coffee 
Processing! from Coffee Board Website www.indiacoffee.org. 





www.indiacoffee.org 


Note : This is for general awareness and should not be construed as the 
complete & conclusive document for the purpose of determining entitlements 
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Business Today's maiden listing of India's PE and VC 


By SHALINI S. DAGAR 


he year 2012 did not begin on an 
optimistic note for Indian business. 
For the private equity (PE) and venture 
capital (VC) industry too, it started on 


a sober note with some reminders about its | 


overall performance. Some funds that were 
planning to raise fresh money have either 
scrapped their planis or postponed them.) 

It is not smooth sailing for the PE and VC 
fraternity. But it is still a good time to take a 


close look at those doing well in the business. 
Perfect timing, in other words, for Business + 
Today's maiden listing of India's best PE and 
VC funds. One that was finalised with help 
from the best minds in the business (see < 
Parameters and Process, page 114). 

The Best PE and vc Funds listing also 
coincides with fund managers being forced 
to return to the basics of sound investing, 
without being swayed by what the larger 


businesstoday.in/pe-vc-lead 





funds coincides with a change imperative in the industry. 


+ 


herd thinks. The focus is now on low-entry 
valuations, significant and tangible value 
additions to portfolio companies, and most 
importantly, exits. Anubha Shrivastava, MD 
for Asia, CDC Group, one of the larger inves- 
tors in India, is concerned over the “linñted 


exits from our Indian portfolig over the last ~ 


five years”. She says: “There is a great deal of 
unrealised value and investors need to see 
this being addressed.” 

Arpan Sheth, the partner leading the 
private equity practice at consultancy firm 


Bain & Co., estimates that of the $68 billion 
invested in India in the last 10 years - much 
of it in the last four — just $22 billion has 
been returned so far. 

Much of the PE and VC industry in India 
is funded by overseas endowment funds, 
sovereign funds and other such investors. For 


» an industry whose unique selling proposition 


is high returns to compensate for the relative 
low liquidity of its investments over long 
periods, it has not been able to deliver on this 
crucial promise. Research by audit and con- 
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A Limited Partner » Views of a 
Hp: Dei live i General Partner 
Anubha Shrivastava, ///' br Renuka Ramnath, ; 


MD Asia, CDC Group W CFO. MAAM 


sultancy firm KPMG highlights 
that PE returns for India lag 
those of China both on an over- 
all and realised basis. (See Room 
for Growth.) 


M I ‘ 
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PE Returns Snapshot 


Investment amount (Sm) 5,120 
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Michael Prahl of INSEAD 










level, it is no surprise that raising 
fresh funds is a tough ask. 
Several funds are finding it tough 
to raise follow-on funds, while 
some others are folding up, says 





IOTAL SAMPLE” 









Low returns typically stem Exit amount ($mn) 12 193 Rishi Sahai of Delhi-based bou- 
from high entry valuations and : tique advisory firm, Cogence 
unrealised exits. Many funds in- Weighted IRR 17.9% Advisors. “Where is the perform- 
vested rashly in the go-go year of ance,” he asks. “Almost all the 
2007 when valuations were Median IRR 1.7% funds follow the usual pattern of 
near all-time highs. Add to this, : investing in intermediated deals. 
competitive bidding — two-thirds Cash multiple 2.4x Most do not even go beyond the 
of deals are intermediated and Average holding period 3.4 metros looking for deals." 
therefore intensely shopped (in years) All of it calls for serious in- 
around — and pressure ratchets trospection by fund managers. 
up, often taking PE deals at a Sensex IRR 14.4% There needs to be a change in 





premium to public markets. “We 
lost six deals in 2010 and three 
in 2011 to competitive bidding,” 
says Sudheer Kuppam, MD, Asia 
acific at Intel Capital. 

There is a surge of exits likely in the next few years as 
funds raised after 2005, typically with seven or 10 year 
horizons, wind down. KPMG estimates nearly $85 billion 
of exits will need to be realised by 2014. "This creates 
enormous pressure in the next 12 to 36 months for some 
sort of exits for this invested capital, if investors are to 
maintain or increase their allocations to India,” says Sheth 
of Bain. The volatile capital markets — they lost nearly a 
quarter of their value in 201 1 — offer no visibility on exits. 

Given the track record of the industry at an aggregate 


Room for Growth 


OVERALI REALISED 


2.4x 
2.2x 


INDIA | 179% 


CHINA | 20.4% 35.1% 








IRR: Internal rate of return 
Note: AI IRR and cash multiples are presented on a gross basis 


source: KPMG study on returns from Indian PE industry 
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"Total sample refers to $5120 million of PE 
investments over the period 1999-2010 


Compared to India, China has generated better returns for PE companies 


29.1% — 3h 
3.8x 







the business model of the funds 
if they are to survive for the long 
term. Brian Lim, Partner, 
Pantheon, which has $24 billion 
of assets under management in 
private equity across the world, says: "For us India is a 
promising market. As it stands today, however, it will take 
more than just the India story." 

Rajesh Srivastava of Rabo Equity Advisors — who is 
keen to raise a second fund in 2012 focused on the rela- 
tively resilient food and agri-sector — is nevertheless waiting 
for sentiment to improve. “The India story is certainly more 
difficult to sell, but it is not completely unsaleable." Most 
observers agree it will be an excellent vintage year for funds 
raised. not just because of a weaker rupee but also given 
the low valuations here. 

For India as a destination to regain its 
sheen, however, fund managers need to 
take a hard look at the way they do busi- 
ness. For one, the cost structures of some 
of the larger funds have been under the 
lens. They will also need to refocus on the 
way they do business. The Indian PE and 
VC industry is at the crossroads. It is still 
far from becoming a mature industry. A 
change in direction is badly needed. 
Perfect timing for a listing by India's most- 
read business magazine. @ 
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In SAIF Hands 


The low-key fund has delivered steady returns and spawned 
new market leaders 


t is difficult for an interviewer to get more than mono- 
syllables out of Ravi Adusumalli at any time. Prod him 
some and all he comes out with is: "We let our returns 
speak for themselves." 

And speak they do. SAIF Partners. of which Adusumalli 
is Managing Partner and Head of India Operations, is likely 
to deliver 4x on its investments in India over the past dec- 
ade. Its multi-bagger has been an investment in travel 
portal MakeMyTrip, which listed on the Nasdaq at a valu- 
ation close to $1 billion in 2010 and will generate returns 
between 15x and 20x on an investment of $25 million. 
"We have exited 20 per cent of our position. Given the 
strength of the team and increasing Internet penetration, 
we will be long-term shareholders," says Adusumalli. SAIF 
stands out for what one investor calls "discerning deals". 

SAIF's portfolio companies are as effusive as 
Adusumalli is reticent. "If Ravi is offering you money, then 
it is a blind pick. He is more fun than any investor could 
be," says Vijay Shekhar Sharma, founder of One97, a 
mobile Internet company. Travel search firm iXiGO's Aloke 
Bajpai was introduced to SAIF by Deep Kalra, Chairman 
and CEO of MakeMyTrip. and was 
surprised when an $18.5-million deal 
was signed in double-quick time. "We 
completed all the formalities very 
quickly — within weeks," he says. 
MakeMyTrip too invested in the deal. 

Adusumalli sees no point in over- 
analysing the financial numbers for a 
start-up. "If it fits in with our invest- 
ment thesis and we like the entrepre- 
neur and his team, we do not take too 
much time," he says. SAIF is short for 
Softbank Asia Infrastructure Fund, a 
name it held in an earlier avatar. 

The speed and flexibility is highly 
valued by start-ups. Sharma of One97 
remembers that just when he was 
considering a second round of fund- 
ing, SAIF offered a bridge loan that 
could be converted into equity at a 
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"Given the strength 
of our management 
team and increasing 
Internet penetration, 
we will be long-term 
shareholders" 


Ravi Adusumalli, Managing Partner 


minor discount when the next round finally happened. 
"We were in expansion mode and getting that $2.5 million 
six months ahead of time was good." In 2010. when 
One97 started generating positive free cash flows, Sharma 
considered investing in early stage, new technology com- 
panies. While he had $5 million in mind for a seed fund, 
SAIF helped him scale up the idea into a $100-million 
One97 Mobility Fund. 

For all its speed, the team does not take short cuts and 
goes through a seven page-long check list. Partner Vishal 
Sood says the big check boxes fall under four heads: man- 
agement team, a business fit, room for growth and the 
right price. "We look for a good management team on 
whose honesty and competence we can depend. We do not 
invest for three to six months and flip our transactions," 
says Sood. Like others in the private equity business in 
India, SAIF is not averse to investing in the public markets 
during times of market disruption. In the aftermath of the 
2008 crisis, the team invested in Thermax, and when it 
exited in 2009, SAIF made returns of over 200 per cent. 

At its Gurgaon office, the SAIF business is divided into 
early stage and Internet-e-commerce 
investments in one bucket and growth 
investments in the other. Adusumalli 
and his team work on the first. while 
Sood and another partner Deepak 
Gaur focus on the second. One recent 
addition is CFO Vivek Mathur. If one 
team member has led a transaction 
and closed the deal, he holds the pri- 
mary responsibility till the day the last 
share is sold. 

"Though we are from diverse 
backgrounds, we have similar values," 
says Adusumalli as an explanation 
for the low public presence of the 
team. "We typically avoid the papers 
and we have no PR agency." Flying 
below the radar has worked well for 
the team so far, but that may be 
tougher with success. 
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Working well together: 
(From left) Partners Vishal 
Sood, Deepak Gaur, and 
CFO Vivek Mathur 
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The Sequoia Twist 


Backing spunky entrepreneurs is once again the mantra 


or any entrepreneur, the word Sequoia is holy. 

They are the Gods of Silicon Valley venture fund- 

ing. Their office in Menlo Park is where history is 

created again and again,” says Dhiraj C. Rajaram, 
Founder Chairman and CEO of data and analytics com- 
pany Mu Sigma. 

It is common to hear a CEO sing praises about the 
venture or private equity firm that has backed him but 
Sequoia manages to evoke more — a near reverence for its 
iconic status, It is the firm which has a history of funding 


Apple, Google, YouTube and LinkedIn. 

Rajaram's reaction is even more surprising because 
at his first brush with Sequoia three years ago, he was 
disappointed. “They were not sure that the Mu Sigma 
model would scale up,” he says. He still kept in touch 
with Shailendra Singh, now Managing Director at 
Sequoia Capital India. “Each time there was a scale up 
data point, we would share it with them,” Rajaram says. 
Sure enough Sequoia invested in the analytics company 
in June 2011. 


Famous Five | The partners at Sequoia Capital India, all of whom are managing directors 


Mohit 
Bhatnagar 
VT. => oa A 
Bharadwaj 1 Abhay 
Á > Pandey 
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You’ve always wanted growth and stability. 
Why settle for just one? H 











Birla Sun Life 
'95 Fund 


An Open ended Balanced Scheme 


When it comes to your investments, you rightfully want both — growth & 
stability. An investment in shares may be ideal for long term growth but 
comes with volatility. On the other hand, while bonds may be more stable, 
you might have to compromise on returns. So, why settle for just one? 


Presenting, Birla Sun Life '95 Fund — a fund with a track record of over 
16 years, which allocates your money to both shares and bonds. 
The shares component of the investment aims to give you growth, while 
the bonds portion, being relatively stable, aims to reduce the effect of a fall 


in equity markets. " : 

Long term wealth creation requires timely and sound advice. Please Birla Sun Life 

consult your investment advisor who can help you make the right Mut IF d 
utuai Fur 


| choices or visit our website to invest online. 
` call 1-800-270-7000 sms BSL95 to 56161 www.birlasunlife.com 















Premium SMS charges apply. Asset Allocation Pattern: Equity & Equity Related Instruments: 50% - 75%; Debt & Money Market instruments 
25% - 50%. The portfolio of the scheme is subject to changes within the provisions of the Scheme Information document of the scheme 


Statutory Details: Constitution: Birla Sun Life Mutual Fund has been set up as a Trust under the Indian Trusts Act, 1882. Sponsors: Aditya Birla 
Financial Services Private Limited and Sun Life (India) AMC Investments Inc. [liability restricted to seed corpus of *1 Lac]. Trustee: Bina Sun Lifi 
|! Trustee Company Pvt. Ltd. Investment Manager: Birla Sun Life Asset Management Company Ltd. Scheme Name and Objective: Birla Sun Life 
'95 Fund: (An Open ended Balanced Scheme) with the objective to generate —* term growth of capital and current income, through a portfoly 
with a target allocation of 60% equity and 40% debt and money market securities. The secondary objective is income generation and distributior 
dividend. Inception Date: February 10,1995. Entry Load (Incl. for SIP): Nil. Exit Load (Incl. for SIP): 1% of applicable NAV, if redeemed 
switched out within 365 days from the date of allotment. Risk Factors: Mutual Funds and securities investments are subject to market risks 
and there can be no assurance or bres that the objective of the Scheme will be achieved. As with any investment in securities, the 
NAV of the Units issued under the Scheme may go up or down depending on the various factors and forces affecting capital markets and 
money markets. Past performance of the Sponsors / Investment Manager / Mutual Fund does not indicate the future performance of the Scheme 
and sid not necessarily provide a basis of comparison with other investments. The name of the Scheme does not, in any manner, indicate 
either the quality of the Scheme or its future prospects or returns. Unitholders in the Scheme are not being offered any guaranteed/assured 
returns. Scheme Specific Risk Factors: The Scheme attempts to achieve long-term growth of capital by investing in common stock and othe 
equity-type instruments. It will try to achieve a competitive level of current income and capital appreciation through investments in deb! securite 
and a high level of current income through investments in money market instruments. However, there is no guarantee that the objectives of the 












scheme shall be achieved. Investments in the scheme shall be subject to various risk factors including but not limited to risks associated witt 
| investment in — and Equity related instruments, investments in derivatives, investments in foreign securities, investments in Fixed incorn 
Securities such as Price-Risk or Interest-Rate Risk, Credit Risk, Liquidity or Marketability Risk, Reinvestment Risk etc., investments in 5ecuritiseo 


Debt assets, stock lending and borrowing, short selling etc. Please refer to Scheme Information Document for detailed scheme specific risk factor 
Investors should read the Scheme Information Document / Statement of Additional Information / Key Information Memorandum available 
_ at Investor Service Centers and with Distributors carefully before investing. — 
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Has delivered five exits 
with more than 5x returns 


sequoia's hands-on engagement with its portfolio 
companies makes it a crowd-puller of sorts in India. The 
firm has in-house specialists in marketing. legal and 
recruiting areas, pitching in with detailed advice on 
branding to hiring the next CEO. "The professionals in the 
portfolio services team come with 10 to 15 years 
experience in their respective verticals and they support 
our companies in their areas of expertise," says Abhay 
Pandey, Managing Director of Sequoia Capital India. 

The company has also retained two law firms. One 
helps portfolio companies clean up 
their documents — something that 
most early-stage entrepreneurs find 
difficult. while the other helps them 
with compliance-related work. 

Plus, help with business 
strategy, ever-important client 
introductions and ‘go to market’ 
plans are always at hand. Sequoia 
introduced Rajaram to online 
retailer Zappos even before 
investing in his company: Zappos is 
a customer today. "If vou want the 
highest price, then perhaps we are 
not the right partner for you. Many 
of our portfolio companies have 
come to us at 10 to 20 per cent 
lower valuations," says G.V. 
Ravishankar. MD and one of 
Sequoia Capital India's five 
partners. 

some in the venture industry 
say Sequoia's prolific investment 
record ~it has over 50 portfolio companies — is driven by 
a "spray and pray" approach. In fact. there is more 
method than such cynicism warrants. 

However, there have been a few learnings along the 
way. "We have made mistakes in the past and hopefully 
learnt from them,” says Pandey. That means the fund 
now avoids investing in companies that are part of large 
businesses or family groups, which ends up with low 
involvement from the parent entity or in teams that have 
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Paras Pharma, Cafe Coffee 
Day, Vasan Healthcare 





“Investments in public 
companies will 
be in exceptional 
cases of opportunities 
provided by market 
dislocation” 


Abhay Pandey, Managing Director 


ARATA 7 Sequoia Capital India 


INUESTHEN 
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$500,000 to $40 million 
investment with a minority stake 


other distractions. SKS Microfinance seems to be one such 
contentious call made by the team. 

Sequoia is also changing course, moving away from 
a rush it made into public markets in late 2008 and early 
2009. Returns were boosted as a result of this change in 
investing approach but it is back to basics now. (Four of 
the firm's senior-most partners. led by former MD Sumir 
Chadha, quit in February 2011 to set up a fund focusing 
on so-called PIPE — short for private investments in public 
equity — opportunities.) 

"It is not a new fund. but yes 
there is a renewed focus.” says 
partner Ravishankar of the 
remaining team. There has been 
what the partners call a "tweak" in 
the strategy with a focus on ven- 
ture, early stage and growth in- 
vestments in a smaller band of 
sectors. "The intention is not to 
spread oneself too thin. The key is 
to keep the list short and build ex- 
pectations," adds Ravishankar. 
MD Pandey says investments in 
public companies will be in excep- 
tional cases of "opportunities pro- 
vided by market dislocation”, 

As entrepreneurship in India 
bursts out of the charts, ideas are 
not as much at a premium as exe- 
cution. That is where Sequoia 
wants to make a difference. “We 
want to be beyond mere providers 
of capital. We want to invest in 
high quality entrepreneurs, good businesses which are 
capital light and which have good cash flows and the 
ability to sustain,” says Ravishankar. 

The weight of its history is egging the Sequoia Capital 
partners in India to craft a similar India track record. But 
it is not fazing anyone. “No question we wish to replicate 
that success, perhaps to a different order of magnitude.” 
says partner and MD Mohit Bhatnagar. It is a tough track 
record that the India fund has to live up to. @ 
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till it's not your own... 


Highlights 
Housing loan for purchase/construction/ repair/ 
renovations/alterations/additions/furnishing/ 
purchase of plot. 
Base Rate linked floating interest rate: 
= Min 11.25% & Max 11.75% for loans 

up to € 30 Lacs. 
= 11.75% for loans above € 30 lacs and 

less than X 75 lacs. 
c 11.95% for loans of ⁊ 75 lacs & above. 


Repayment up to 65 years of age, extendable | E pnb 
—* HOME LOANS 


Overdraft up to X 5 Lacs for personal needs. 
Free Credit card. 

Special Concessions to women, defence 
personnel and salary A/c holders. 


For further details contact your nearest PNB branch or Call Centre at 01 20-2490000 
or dial All India Toll Free No: 1800 180 2222 through landline. www.pnbindia.in 


isna AvIisIc1 Az Yel punjab national bank 


„the name you can BANK upon 
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For more go to 


businesstoday.in/pe-vc-ventureast 


AdVentures in the East 


For the Chennai-based venture capital firm, it is all about being different 


nlike the swank offices of its venture fund peers. 
VenturEast's is in a quaint building in an eastern 
suburb of Chennai. complete with a sun deck in 
the garden. The building's previous occupant was 
film director Mani Ratnam. In Hyderabad, where a 
VenturEast biotech fund is based, the office is in a sprawl- 
ing ancient house. "We are trying to be different in every- 
thing we do," says Sarath Naru, the genial Managing 
Partner of VenturEast. 
The difference was visible right from day one. In 1997, 
Naru and his founding team acquired the erstwhile 
Andhra Pradesh Industrial Development Corporation's 


(APIDC) venture fund in a privatisation exercise, building 
a $10-million fund — apparently the only such instance in 
India. Since then, the company has evolved into two enti- 
ties with separate funds, investors and teams: VenturEast 
in Chennai and VenturEast-APIDC at Hyderabad. 

The Chennai office focuses on information technology. 
Internet, mobility, semiconductors and technology-driven 
services, It invests out of the S 1 20-million Proactive Fund 
set up in 2007. VenturEast-APIDC looks at opportunities 
in health care. food and agriculture, and clean-tech 
investments. This is Naru's original fund vehicle 
housing a $40-million biotech fund and a $150-million 
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The Jack Daniel’s Rock Party! 


23rd February, 2012, 7 pm (a 
Mehboob Studio, Bandra, Mumbai A 


ANNUAL ROCK AWARDS 


LJ association wire 





Vote for your favourite band on www.jdrockawards.com 
and win classic Jack Daniel's memorabilia! 


Follow us on www.facebook.com/jackdanielsindia w YOU HAVEN'T GOT ONE 
Y 








$ 5 5 Two portfolio companies 
mn have valuation of greater than 6x 


OceanSparkle, Dodla Dairy, Early stage deals in IT, 
Evolva, MosChip, Loyalty Internet, mobility, semi- 
Rewards, Goli Vada Pav conductors, tech services, 


*Only for VenturEast Proactive Fund 


life fund. (The performance of VenturEast-APIDC was not 
considered in this Business Today PE/VC Funds listing.) 

The two teams are led by Naru share a chief financial 
officer besides human resources (HR), administrative and tech 
staff and stay close to their core competence of spotting 
promising early-stage companies. As co-founder Raghuveer 
Mendu says: "We like doing early-stage. That is our knitting. 
We enjoy it and we see good returns." 

For portfolio companies such as Richcore Lifesciences. this 
focus matters. Founder Chairman and Managing Director 
Subramani Ramachandrappa, 36, an Indian School of 
Business graduate, had discussions until the last stage with a 
few funds before picking VenturEast. It turned out to be a good 
choice. Two months into setting up a factory in 2010, he re- 
alised he needed another $1 million. "Any other fund man- 
ager would have created a furore. The VenturEast team figured 
that my efforts were sincere and they were willing to risk 
more." A bridge loan prevented significant equity dilution. 

VenturEast's narrow focus on early stage deals means that 
the team size remains small — it runs its Chennai and 
Hyderabad operations with six partners. There is significant 
effort at keeping the work environment easy and effortless. As 
Mendu says, the team is "type A but collegial". As the found- 
ing team completes 15 years, there is an effort at grooming 
second rung leaders — five of whom have been shortlisted. 

Not all bets go right even with the best fund managers and 
VenturEast has had its share of wrong calls. For instance. it 
bet on a company playing in wireless access protocol services, 
a technology that died an early death. In the case of a pharma 
retail company, "we let the management run too fast before 
the unit level model was proved", says Naru. 

A shortcoming with the VenturEast model, says an expert 
who tracks the industry, is that “it is too regional”. Naru de- 
fects saying the business demands that VenturEast be close 
to its companies. 

However, most other industry watchers are far more 
generous. “VenturEast has done well consistently over 15 
years,” says one of the limited partners who does diligence on 
the funds on a regular basis. 
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Emotionally 
involved 


Nexus prefers to pick the right 
people rather than over- 
analyse business models 


Ex. c 
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ntrepreneurial | 
» Anup Gupta with co-founders 
P" Suvir Sujan and Sandeep Singhal 
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would do this job even if I was not paid for 

it," says Naren Gupta, one of the founders 

of Nexus Venture Partners. "The best peo- 

ple in the world have quirks and entrepre- 
neurs some more. Working with those quirks 
and seeing them build world-class businesses 
in front of you is a joy." 

Gupta likens his role to sitting outside the 
boxing ring and watching a fighter 
develop his moves through the bout. He 
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believes in picking the right people 
rather than over-analysing a busi- 
ness model. “Business plans of 
start-ups change but people do 


Put an entrepreneur in the pic- 
ture and you have Anand Babu 
Periasamy of Gluster as a good ex- 
ample. Periasamy, hailing from 
Tharamangalam, a small town 
about 22 km east of Salem, Tamil 
Nadu, is a 1999 computer sciences 
graduate from Annamalai 
University in Chidambaram, Tamil Nadu, who went on to 
co-found cloud storage venture Gluster in 2005. It raised 
$12.5 million from Nexus and Index Ventures in two 
rounds, and was sold for $1 36 million to Red Hat. an open 
source solutions vendor, in October 2011. 

Though the Nexus team functions with a loose but 
dominant focus for each partner, one reason why it does 
well is also because “we take into account the partner 
interest and the chemistry with the founder of the start- 


INVESTED CAPITAL 


$250 mn 


LAIM f FAMI 
Delivered 4x on the 
four exits so far 


up business”, says co-founder Suvir Sujan. 

He sums up Nexus's ability to help entrepreneurs into 
the 'ART' acronym with the alphabets standing for acces- 
sibility, relevance and trust. 

[ts team of self-starters and entrepreneurs makes it 
easy for Nexus to empathise with start-ups, says Sandeep 
Singhal, also a co-founder, adding his firm brings value to 
the strategic thinking of a new business. For instance, in 
Gluster's case, Nexus partners insisted on "simplifying the 
product to the extent that it can be deployed in an after- 
noon", he says. Deployments shot up almost overnight. 

Says Periasamy: "Nexus as a team was far more valu- 
able than the investment that they made." That included 
inputs on strategy, customer introductions and help with 
recruitment. He had had a frustrating time with another 


"A team of self-starters 
and entrepreneurs makes 
it easy for Nexus to 
not." empathise with start-ups. 
Our firm brings value to 
the strategic thinking of 
a new business" 





venture capital (VC) firm with i 
signed term-sheet for a period ol 
three to four months prior to meet 
ing Nexus. "Many VCs behave as 
money managers. With Nexus 
they understood our idea on the 
first day and the decision was take: 
within a week.” he says. 

Greywater, a wastewater man 
agement company. is one of the few 
brick-and-mortar companies in the 
Nexus portfolio. Nexus partners act 
as sounding boards for Grevwater : 
52-year-old founder and Managing Director Harshac 
Bastikar. "They have helped me meet people that | either 
could not have met on my own or I knew | wanted to 
meet.” he says. Whenever he calls the Nexus partners oi 
any issue, Bastikar adds, he knows he will get a reply the 
same day. 

It has not all been easy pickings lor Nexus. though 
The firm has gone through its own learning curve. For 
instance, the mobile value-added space proved challeng- 


OBVIQUS WINS 





Suminter India — Sector agnostic, but largely 
Organics, Netmagic technology and Internet 
ing for the firm in the case of Mobile2win because th: 


space just did not evolve as the fund had imagined. Yet 
as Gupta says. "the intention is not to avoid mistakes but 
to make sure that we manage them and learn trom them 
We would rather fail in action than because of inaction 

Gupta believes backing the right people is more 
important than getting fixated over a business model and 
finances of a company. “Business plans of start-ups 
change but people do not," he says. The toughest job 
according to Sujan. is of trying to convince entrepreneur: 
not to sell too early. 

"We are early stage investors. We are not dealing with 
spreadsheets. We are emotionally involved.” says Gupta 
If that emotional involvement leads to returns. it is à sun 
shot stab at success. € 
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Parameters and Process 








How BT crafted its PE/VC study and why it is an important first step 


ome would liken the private 

equity and venture capital busi- 

ness to a monkey throwing 
darts at a dartboard and picking what 
could be a winner. But there is a lot 
more science — and art — to it as PE/VC 
practitioners will tell you. 

Given that deep. comparable data 
is difficult to come by for the industry, 
it was clear we would need experts 
from the business to weigh in. So we 
got in a panel comprising: 
® Stanford scholar Rafiq Dossani, 
who was an investment banker earlier 
€ Deep Kalra, whose company 


E" 
à 


Founder & CEO 
MakeMy Trip 


Sen. Research Scholar 
Stanford University 


MakeMyTrip went from a VC-backed 
start-up to being Nasdagq-listed 
€ Luis Miranda, former chairman 
of IDFC PE 
€ Varun Sood, Managing Partner of 
CapVent, a fund of funds that has 
invested in 15 funds in India 
€ Vikram Utamsingh, head of the 
private equity practice at KPMG, and 
€ Ranu Vohra, founder and CEO of 
Avendus Capital, an investment bank 
PE/VC tracker Venture Inte- 
lligence, which has a database on the 
industry from 1998, was our data 
partner for the exercise that ran over 
six months. In May, the panel and BT 
drew up a framework categorising 
funds with an average investment size 
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of up to $10 million as vc funds, 
while those bigger formed the PE pool. 
To ensure that the funds on our list- 
ing were reasonably active, we de- 
cided to set a threshold of at least 
three investment deals for PE funds 
and five for VC firms in the three 
financial years ending March 2011. 
Using these filters, Venture 
Intelligence came up with a list of 50 
PE funds and 15 Vc funds. 

Other criteria like stability of the 
team, ability of funds to spot emerg- 
ing sectors, and conclude innovative 
deals were left for panel discussions. 


a 


Managing Partner 
CapVent 


IIS MIRANI A 


Former Chairman, 
IDFC Private Equity 





At the first panel meeting in June, 
it was decided that PE funds that dealt 
with special situations, passive public 
investments or invested from their 
own books, or whose mandate was 
beyond the strictly risk-return game, 
would be excluded. A vigorous discus- 
sion yielded a shortlist of seven funds. 

The panel, however, was wary of 
making any decision purely on the 
basis of perception and publicly avail- 
able data. A further round of aggre- 
gate fund level data was sought from 
the shortlisted funds. With this. the 
panel zeroed in on two names. SAIF 
was the clear choice in the list on the 
basis of not just the level of informa- 
tion available, but also on the other 


subjective criteria that the panel 
members were keen to measure 
teams against. Sequoia was included 
as a ‘jury's choice’. The panel also 
held a discussion on the treatment 
Sequoia deserved, because based on 
our objective filters it was slotted in 
the VC space, but from the discussions 
it was clear that this would not be an 
appropriate slot for it. 

A similar process was followed on 
the VC side. An initial discussion 
trimmed the list of 15 funds to eight. 
But to have a more representative, 
wide-ranging sample, the jury 


A 


Head, Private Equity 
Practice. KPMG 


Founder & CEO 
Avendus Capital 


included a couple of more funds. 
Additional data was sought from all 
10. Eight responded. Based on the 
data and jury decision, VenturEast 
emerged as the unqualified topper. 
Nexus also drew positive response. 
Though Accel did not provide the 
data sought, the jury felt the fund 
deserved a special mention for the 
quality of its investments. 

The BT listing of India's best PE/VC 
funds, we believe, is an important first 
step in setting benchmarks in an in- 
dustry marked by low level of public 
information. Further, while this is a 
listing of funds we deem are good and 
active, it is by no means the last word 
on the sector. ® 
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On a high growth trajectory 


Hitachi commits to nation's development 


Company consolidates Indian businesses and brings more products and 


services to the fore 


India: Rising infrastructure demand propels 


investments 


Totti pian "Tih pu^ 





& 'rettucture Cusen iS PPP irveetrent 





O Registering 8.5% GDP growth 
in 2010-11, India's growing 
economy is witnessing an 
unprecedented demand for 
world-class social infrastructure 
systems. 

@ The 11th Plan period (2007- 
12) has projected investment in 


IT and environment technologies: The backbone 


infrastructure development to 







INFRA- 
STRUCTUR 
INVESTMEN 

TRENDS 





Wou 
the tune of $500 billion. 9% E, 
@ About 36%, or $186 billion, kel to be 
of this investment is expected to nvested 
be met through public-private rastructure in 
parternships (PPP), up from 2596 


for the 10th period. 

O The World Bank reports, in 
2007, the sector contributed 
about 5.5% to the nation's GDP, 
with the continual rise in share 
every year 

@ There is wide recognition 
that the development of a good 
quality infrastructure that meets 
global standards, is essential 

for sustaining the high rate of 
economic growth. 


of next-gen smart infrastructure 





e 11th Plan 





Private 
investment 
likely to contribute 
one-fourth to total 
infrastructure 

outlay 


3^ Major 
global 


E&C giants are 
@ The next generation social and Maharashtra. Seven of them will be $ participating in 
infrastructure systems have already ready by 2018-19. prestigious social 


started emerging in India in order 
to achieve a low-carbon and more 


sustainable society. 


@ Under India's largest infrastructure 


@ Plans for extensive use of digital, 
control and environment technologies 
are under way in order to accelerate 
the evolution of energy-efficient 
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infrastructure 
projects in India 





billion 


project of the decade, DMIC, a 
total of 24 such new generation 
cities are being planned for phased 
development across UP, Haryana, 
Rajasthan, Madhya Pradesh, Gujarat 





@ Nearly all of the infrastructure sectors in 
India are presenting excellent opportunities 


for foreign investors, with roads and highways, 


ports and airports, railways and power 
standing out as particular bright spots 


cities that will have better 
management of civic infrastructure, 
an efficient public transportation 
system, stable supply of power 
and water. 


INDIA'S INFRASTRUCTURE SECTOR AT THE CENTER OF ATTENTION 


@ in the construction domain, international 


EPC contractors have already established 
presence in the country. 

@ Some key international players have 
carried out civil works for the prestigious 


a mega DMIC project being 
implemented in collaboration with 
Japan, envisages setting up of one 

of the longest industrial corridors 
between Delhi and Mumbai and seven 
smart cities by 2018-19. 





Delhi metro project 

9 japanese corporations such as Hitachi, 
among others, are involved in designing and 
building of the eco-friendly towns along the 
Dedicated Freight Corridor (DFC), 


HITACHI 


Inspire the Next 





Mr Shigeru Sugiyama, Deputy Managing Director, Hitachi Indiis 
Pvt. Ltd.; Chairman, Hitachi Hi-Rel Power Electronics Pvt. Lid 
Chairman, Hitachi NeST Control Systems Pvt. Ltd 


"Next-gen smart infrastructure will be realized 
by total integration" 


What is Hitachi Control Technology? 

As Indias economy develops rapidly, a stable 
power supply and highly efficient energy need 
to be provided. Hitachi owns a control system, 
which allows stable electricity supply along with 
efficiency. The company also owns an information 
system, which provides efficiency to operations 
As Hitachi owns both systems, the company can integrate the two t 
provide optimized systems, products and solutions for eficient energy 
suitably for India. 

This integration of control and information is not just about processing 
data for efficient operations. It collects and analyses factones anc 
infrastructure operations information. The system also sends the result 
this analysis for feedback to the system, which creates better products 
optimization and makes the process delay-free. This system is an essentia 
requisite for enhanced efficiency and optimization to streamline the 
development of social and urban infrastructure, such as thermal powe! 
plants, energy transmission lines, railway lines and large szed steel plant 








P Hitachi, Ltd. is now a 100-yr old company. Since the beginning, it has 
onsistently been contributing to building Japan's urban infrastructure 


vii deii ed and transportation, and been helping These are ako fields where Hitachi is very good, which stands affirmed b 
D Japan's urban infrastructure is one of the world's best, with little the industry as wel 

ir no power Outages, on-time train systems and ‘safe to drink’ tap ice arn the i "n FS 
vater systems in land the sadi ‘cular? 


B A lot of these high class social infrastructure in Japan come from 


Due to rapid economic growth in India, customer needs are growing 
as building large sized factories (eg. power plants, steel plants, petro 
* chemical plants, etc). Investments in renewable energy are also increas 
vith 6,000 employees. The business size in India is approximately worth P | By | 
achieve a low carbon society. To answer these needs, Hitachi Hi Rel Power 
?0,000,000,000 Japanese Yen (90 billion JY) i | 
Electronics (HHPE) has been established to provide products which al 
B The relationship between India and Hitachi is now over 80 years old, bl | | 
s Hitachi started selling fans for houses in the year 1933. Hitachi ! $ ont and a f savings tor large-sized actore 
i is s for houses in the year 1933. Hitachi has 
B : 7 — + Hitachi has also established Hitachi NeST Control Systems (HN 
ilso been in the business of information technology (IT), Power Plants, | 
| This company will contribute to engineering control systems, produ 
local adjustments and maintenance thoroughly, targeted mainly at 
thermal power plants. In information and control technologies, these tv 
companies will answer increasing customer needs 


litachí's technologies 
B As of end-March 201 1, Hitachi has 18 group companies in India 


xteel Plants and much more 

B Recently, Hitachi has been involved in the Indian government's 
xrojects relating to social infrastructure such as electrical power, water 
jupply and transport. One of them is the Delhi-Mumbai Industrial 
Corridor (DMIC) 


litachi India: Synergetic Growth Hitacl 


Smart grids for smart cities 
Railway traffic management 
Intelligent water systems 
Information control platforms 






Hitachi Hi-Rel Powe: 

Electronics (HHPI £^" 
UPS systems 

"ium voltage inverters 


Control systems integration 
Local maintenance for thermal! | 





Hitachi concludes formation of 
alliance twn th Wi Dal Flartranirc 
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886666 6 6 @ @ EROS INTERNATIONAL MEDIA (INDIA) seeaaege ARR 


ASTAR NUS 98.7% 128.4% 
SALES FRITDA PAT 
— E 7408.60 118.2. 


Sitting pretty: Sunil Lulla, 
Vice Chairman and MD, Eros 
International Media (India) 
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Kishore and Sunil Lulla's Eros International, modelled 
after studios in Hollywood, has had an astonishing run of success. 


f the 10 biggest box of- 

fice successes of 2011, 

it has delivered four. 

Second-largest grosser 

Ready. third-largest 
Ra.One, sixth-largest Zindagi Na 
Milegi Dobara and eighth-largest 
Rockstar, all have the same produc- 
tion house’s name on their credits: 
Eros International Media. In a high 
risk business like the film industry, 
Eros's profit after tax has risen 128 
per cent to 3408.6 crore and its sales 
47 per cent to 1715.9 crore in the 
last five years up to 2010/11. "I have 
only one rule: don't lose money." 
says Kishore Lulla, who heads the 
London-based holding company. 
Eros International Plc. of which Eros 
International Media Ltd (EIML) is a 
subsidiary. 


By ANUSHA SUBRAMANIAN 


Eros does more than produce 
films: it is also among the biggest 
overseas distributors of Indian films, 
releasing around 75 films a year, 
both Hindi and regional, dispatching 
them to more than 50 countries. 
dubbing them in 27 languages. 
EIML has already scored a hit in 
2012. with the success of the Karan 
Johar-produced Agneepath, which 
grossed over $800,000 across three 


younger brother. w! 


Indian operations 


—- 


The company - t 
was thought of later 
1977 by their father Arja 
who was among the firs 
the potential of the oversea | 
for Indian films. Even 
there were around 50 mi 
of Indian origin living 


Arjan began acquirirn 


continents in the first four rights of Bi 

days of its release. films and 

"We started the off reels 
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with distribution India ha hi di rid only Brit 
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production of e NOn NU such as the Unit 
films." says Sunil proGucev à; Arab Ei 
Lulla, Kishore's where the Indi: 
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Ricky Ghai, CEO, Eros Digital 


“Our vast content library is fully digitised and ready for deployment in new media spaces” 


population was just beginning to 
swell. Kishore joined the business in 
1981, settling in London, while Sunil 
followed a few years later but re- 
mained in India. 

"I wanted to build one of the big- 
gest companies out of India.” says 
Kishore (see Bollywood Today Is Where 
Hollywood Was in 1940s, page 124). 
"I wanted to retain film rights and 
expand our presence to more coun- 
tries." Eros International was set up 
in 1982 in an industrial estate in 
London. (It has since moved to an 
office in west London opposite the 
erstwhile EMI office from whose iconic 
balcony, decades ago, the Beatles used 
to wave out to fans.) By then the 
video revolution had arrived, and 
Kishore, while continuing his father's 
trade, also began distributing video 
cassettes of Indian films abroad. 

But that was only the first step. 
since then Eros International Plc. 
has evolved into a giant $164.6 mil- 
lion company. modelling itself on the 
big Hollywood studios. "I studied 
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what Hollywood studios have been 
doing for the last 70 years," says 
Kishore. “I have tried to borrow their 
best practices and implement them at 
Eros.” In 2004, with the government 
having bestowed industry status on 
the Indian media and entertainment 
sector a few years earlier, Eros 
entered film production — both Hindi 
and regional. 


Hollywood Comes Calling 
Eros Plc's rise soon had Hollywood 
studios knocking at Kishore's door, 
looking for an entry into the lucrative 
Bollywood market by acquiring the 
company. But he turned 

them all down. 
He wanted to rival 
the Hollywood 
studios, not work 
lor them. In 2005, 
he listed Eros Ple 
on the Alternative 
Investment Market 
(AIM) in London. It 


was a success: he 





H 
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raised $150 million. Since then the 
stock has risen steadily, growing 21.5 
per cent in the last five years. 

Eros Ple’s growth is now driven 
by its Indian operations, which con- 
tribute almost 56 per cent to its rev- 
enues. About 40 per cent of EIML's 
revenues currently come from film 
productions; the rest from distribu- 
tion, satellite rights and other reve- 
nue streams. Between January and 
December 201 1, a difficult time for 
the stock markets, when the Bombay 
Stock Exchange's Sensex lost a fourth 
of its value, EIML's stock rose 25 per 
cent. What explains such perform- 
ance: "A strong film 
slate. an unparalleled 
distribution network, 
a remarkable film 
catalogue backed by 

our de-risking of 
revenues approach 
has been the back- 
bone of growing 
profits for the com- 
pany,” says Sunil. 
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ATAU HEROS 


WHO MADE THE TOP 
10 FILMS OF 2011 


BODYGUARD 
RELIANCE ENTERTAINMENT 


140.95 





How exactly is de-risking achieved? 
As is well known, barely 25 per cent 
of the 150-odd Hindi films made 
annually earn profits. 

“The trend of pre-selling satellite 
and home video rights has enabled 
producers to de-risk their business 
models,” says Rakesh Jariwala, 
Partner and Segment Champion of 
trade magazine Filmed Entertainment. 
The fate of movies is less tied to 
their box office performance than 
before. “With more revenue streams 
coming in, the dependence on theat- 
rical revenues has definitely come 
down,” says Vikram Malhotra, 
Chief Operating Officer, Viacom18 
Motion Pictures. 

Eros follows this model. “It is our 
conscious strategy to ensure that 
60 to 70 per cent of the cost of a film 
is recovered before it is released,” says 
Kamal Jain, Group Chief Financial 
Officer, Eros International Media. An 
instance is the Shah Rukh Khan- 
starrer Ra.One, released last year, 
co-produced by Eros and Khan's 
own production 
company Red 
Chillies: around 
1102 crore of its 
1130 crore budget 
was recovered before 
the film hit the 











RA ONE 
FROS 


114.78 


DON 2 
EXCEL ENTERTAINMENT 


103.18. playing) 


SINGHAM 
RELIANCE ENTERTAINMENT 


97.87 


ZINDAGI NA MILEGI DOBARA 
EROS 


89.85 


IRTY PICTURE 




























roll out films just because we can,” 
says Jain. We work two to three years 
in advance." Rockstar's script, budget 


cdm et i mal dl ALT ENTERTAINMENT 
selling satellite and E 
music rights, and its numerous a 18.38 
in-film brand associations. w 

Another feature of de-risking is oe a 
to avoid depending on any single film m à : LK 2A 
at the box office. "The 'studio model' P 65 ROS 
enables Eros to work on several big- P 61 63 
budget films simultaneously, thus - - 
reducing dependence on any one mm 
film, and also making it a scalable m DELHI BELLY 
business," say Nupur Agarwal and — AAMIR KHAN PRODUCTIONS 
Gautam Chhaochharia, analysts e 
with UBS Investment Research, in m 
their report on Eros in October 201 1. e 

But Sunil and Jain add that they NEM YAMLA PAGLA DEEWANA 
are never indiscriminate. "We do not NER NITIN MANMOHAN 

~ 


94.72 


Figures are domestic box office collections 
in cr Source: Boxofficeindia.com 
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and lead actors, for instance. had 
been finalised in 2008. 


The Eros Differentiator 
Currently Eros has two main 
rivals in India, though its 
officials claim it is in a league 
of its own: UTV Motion 
Pictures — recently taken over 
by Walt Disney — and 
Viacom18 Motion Pictures, 
a Network18 group com- 
pany. Both operate on a 
similar 'studio model'. 

Other successful 
Bollywood production houses 
such as Yash Chopra's Yash 
Raj Productions or Karan 
Johar's Dharma Productions 
are still boutique houses making 

two to three films a year. "Eros by 
virtue of its size is certainly stronger 
than the unlisted companies," says 
Jigar Shah, Senior Vice President and 
Head of Research at brokerage firm 
Kim Eng Securities. 

But there are also differences 
between Eros and its rivals. "We 
develop. produce and co-produce our 
own films, we don't look so much 
at acquisitions," says Siddharth Roy 
Kapur, CEO, UTV Motion Pictures. 
Viacom 18 follows the same model. 
"Acquiring films for distribution is 
expensive," says Malhotra. Again. 
while Eros is a pure film player, its 
rivals have interests in television 

production and related areas too. 

However, at 48 per cent, 
movies were still the largest 
contributor to UTV's total 
revenues of 1948 crore in 
2010/11. 

EIML has earmarked 
11.100 crore to buy films over 
the next 18 to 24 months. 
80 per cent of which will be on 
Hindi films and the rest on regional 
language ones. It has a library of 
over 1,000 films in Indian languages 
and 2,000 internationally, which it 
can monetise on various platforms. 

With the advent of new media. 
the platforms are growing. "Our vast 
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Q&A KISHORE LULLA 


"Bollywood Today Is Where 
Hollywood Was in 1940s" 


KISHORE LULLA, 49, who heads Eros International, was 
ranked among the richest Asians in Britain in The Sunday 
Times list of 2011. Edited excerpts from an interview with 
ANUSHA SUBRAMANIAN: 


How do you look back on Eros's achievements? 

We had humble beginnings in the late 1970s, merely selling 
film rights to local agents overseas. Today, after 30 years, we 
are India's first vertically integrated film company. 


Do you involve yourself in the creative aspects of the 
films you produce? 

I do. If I am not convinced about 

a project I will not put my money 

into it. It's better to have your 

disagreements well in advance 

before the film goes on the floor. 

We are normally there at the 

ideating stage. Once the script is 

locked we do not interfere. 


What are your rules of doing 
business? 

I have only one rule — don't 
lose money. Nothing gets me wor- 
ried. My philosophy is *what- 

ever happens does so for 

the best’. 


Where do you see 
Bollywood in the 

next decade? 

Bollywood today is where 
Hollywood was in the 
1940s, exactly at the same 
point, structurally, But 
what Hollywood did in 50 
years, [India will do in 10. 
This will be made possible 
by new-age technology, 


Read full interview and more on Eros 
at www.businesstoday.in 
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content library is fully digitised and 
ready for deployment in new media 
spaces.” says Ricky Ghai, CEO, Eros 
Digital, another subsidiary of Eros 
International. Having entered into 
deals with global media firms such as 
Comcast and Cablevision. Eros has 
already made some of its films avail- 
able as video on demand, on Internet 
protocol television (IPTV), on mobile 
phones and other Internet platforms. 
It is also developing a consumer plat- 
form and is due to launch ‘Eros Now’ 
in India, which will be on the lines 
of Netflix. It recently launched 
Bollywood's first iPad app. which 
enables lovers of Indian cinema to 
access films anywhere, anytime. 
“Over the next five years, the digital 
medium will be our focus,” says 
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900 to 1775 


screens 





Kishore. "It is now time to reach the 
consumer through digital platforms, 
specifically mobile and tablets.” 

With the Indian film industry 
growing rapidly, Eros's future 
appears bright. An Ernst & Young 
study estimated the film market at 
39.700 crore in 2010, expanding at 
a compound annual growth rate of 
9.2 per cent. "Eros is well placed 
because of its long years of experi- 
ence in global distribution, strong 
balance sheet and good relationship 
with all in the film industry,” says 
Shah of Kim Eng Securities. 

But he also ends on a warning 
note: "The challenge for Eros is to 
sustain growth momentum." € 
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Congratulation winners! 






Maruti Suzuki Swift — Hyundai Fluidic Verna Mahindra XUV 500 


Audi A6 |, Mercedes-Benz CLS 350 Honda CBR 250R 












Mapmylndia Carpad Hyundai Motor Jaypee Sports Mahindra XUV 500 


India Ltd International 
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AUTO BILD India and CarWale congratulate winners ofthe 2012 edition of The Golden Steering Wheel. 
Automotive excellence will now be measured against the standards defined by your achievements. 
Kudos to all! A special acknowledgement goes out to our jury members, readers, consumers, partners 
andthose who joined their handsto applaud excellence in the Indian automobile industry. 


January 6, 2012 * The Grand New Delhi, Vasant Kunj 
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“In the first 

year, there were 
8,500 entries. 
This year, 

the response 

of 2,80.000 
applications was 
overwhelming" 


RANA KAPOOR 
Founder, MD & CEO, YES Bank 
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t was a chilly evening but the atmos- 
phere in the ballroom of The Grand 
Hotel in New Delhi was positively 
balmy on January 31, and not just 


because of the heating. It was the venue 
of the 2011 Business Today-YES Bank SME 


Awards. The third edition of the awards, 
which recognise successful small and 
medium enterprises, was a packed affair. 


Virbhadra Singh, Union Minister for 


Micro, Small and Medium Enterprises, 
was the chief guest. 

Business Today Editor Chaitanya 
Kalbag set the tone for the evening with 
his welcome address, noting the impor- 
tance SMEs continue to receive in BT's 
coverage of Indian business. He also 
underlined how prestigious the award is 
lor an SME: "The number of entries for the 


2() l 2 


— 
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When Small Is Beautiful - 


awards has been mushrooming. This year 
we received 2,80,000 applications.” 

Ashish Bagga. CEO of Living Media 
India. spoke about the power that small 
and medium businesses wield. "SMEs have 
the skills to manoeuvre any slowdown the 
economy might face,” he said. 

Rana Kapoor, Founder, Managing 
Director and CEO of YES Bank. was all 
praise for the role SMEs play in economic 
development. “SMEs are the engines of 
growth. As a bank, our heart is in SMEs,” 
he said. Kapoor, too, was pleased by 
the sharp increase in the number of 
entries for the awards. “In the first year, 
there were only 8.500 entries. In the sec- 
ond year, we got 65.000. And this year, 
the response of 2.80,000 applications 
was overwhelming. " 


The 2011 Business Today-YES Bank SME awards honoured the 
cream of the SME world. By DEARTON THOMAS HECTOR 


Companies were classified according 
to their revenues. Those with a turnover 
of less than €50 crore fell in the ‘Small’ 
category and those with a turnover of 
750 to 200 crore were placed in the 
‘Medium’ category. In all, 23 awards were 
presented across both categories, with 
some enterprises bagging more than one. 

Among the prominent winners were 
Pramod Maheshwari, Chairman. MD and 
CEO of Career Point Infosystems, who won 
the Star CEO (medium) award: Debtosh 
Chatterjee, MD and CEO of Chatterjee 
Cleaning Arts. who bagged the Star CEO 
(small) award: Shyam Sunder Sharma, 
CEO of Ganesha Ecosphere. whose com- 
pany received the award for Star SME — 
Overall (medium): and Shripad 
Madhavrao Khatav, CEO of S.S. Techno 





Services, which won three awards, includ- 
ing the Star SME — Overall (small) award. 

Addressing the gathering, Singh 
pointed out that funding is the biggest 
hurdle confronting SMEs today. "SIDBI is 
there in the public sector, but private 
banks should also be playing a bigger 
role.” he said. “I appeal to banks to come 
forward and help this sector by giving it 
business loans." 

Malcolm D. Mistry, Publishing 
Director, Living Media India, delivered the 
vote of thanks. "BT is completing 20 years 
this vear. The success of the awards is be- 
cause of our reach." he said. 

Grant Thornton, the professional serv- 
ices firm that validated the awards, was 
the knowledge partner for the event. Black 
Dog CDs was an event partner. ® 


Winners, all: 
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The finest women pros 
will join the top brass 
at the Grand Finale of 
the Business Today-Honda 
Pro-Am of Champions 2012. 


10 top Indian women pros and 
10 international women pros will 
play alongside corporate Indias 
best golfers for top honours at the 
countrys only standalone Pro-Am 
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Helping 
Fledglings 
Fly 


Accelerators, which mentor Internet, mobile and 
new technology start-ups, are gaining traction. 
By TASLIMA KHAN 











hile still a student at 

the National Institute 

of Technology. 

Tiruchirappalli, Tamil 
Nadu, Shashank N.D., together with a 
friend, built a software solution for better 
management of hospitals and medical 
clinics, But taking it to market was 
another matter. “We needed someone to 
show us some direction,” says Shashank. 
“What are the right targets to chase, the 
right metrics to follow?” 

Rudhir Sharan, founder of the start- 
up, Secpanel, created a software product 
to improve server security. He was no 
stranger to marketing new products, but 
still hesitated, seeking to fine-tune his busi- 
ness model before he took the plunge. 

Both Shashank and Sharan have since 
participated in a programme at The 
Morpheus, a start-up ‘accelerator’ which 
conducts four to six month long pro- 
grammes — two per year — to guide entre- 
preneurs like them. Started in early 2008 


they have expertise in. "We are not just 
advisors to start-ups.” says Swamy. a Co- 
founder of ZipDial, an interactive platíorm 
aimed at mobile phone users. “We work as 
intensively as co-founders. Since we invest 
in these companies, our success is tied to 
the companies’ success.” 

Accelerators, though akin to incuba- 
tors, are a separate category (see How They 
Differ) inspired by similar efforts in the US 
where accelerators like Y Combinator, 


How They Differ 


What sets incubators apart from accelerators 





Mentoring Period 


12-24 months 


Clients 


3-6 months 








by former entrepreneurs Sameer Guglani 
and Nandini Hirianniah, it also provides e 
seed funding of X5 lakh per start-up in health, agriculture, renewable 
return for a less than lOpercentsharein — ENETYY, product-based 







Start-ups involved in education, . Internet based star! 


those into cloud ¢ 3: 
mobile applications and 


the project. “We are not looking for great technology companies : ecommerce 


ideas but for people who are really pas- 
sionate about starting up. come what 
may,” says Hirianniah. 

While running Madhouse Media, a 
movie rentals start-up he began in 2004. 
Guglani had many wannabe entrepre- 
neurs dropping in for advice. Having also 
worked in Silicon Valley in the United 
States earlier, Guglani felt he could put his 
expertise to business use. The Morpheus 
has so far helped around 40 start-ups to 
get going. Shashank's product. Practo, for 
instance, is now used by around 20,000 
doctors across India. 

The Morpheus is not the only one. A 
number of similar outfits have come up in 
recent vears. There is The Startup Centre, 
started by Vijay Anand in May 201 1. Yet 
another is Angel Prime. started in October, 
which specialises in start-ups involving 
mobile-based payments and e-commerce. 
Founders Bala Parthasarathy and Sanjay 
Swamy prefer to concentrate on the niches 


Funding Provided 
*15 lakh-<50 lakh 
at 10-25% equity 


Plug n Play and 500 Startups have been 
very successful. (See interview with Dave 
McClure, founder of 500 Startups. page 
1 34.) The main difference is that accelera- 
tors confine themselves to mentoring 
businesses leveraging the Internet, spread 
of mobile phones, or new technologies, 
where typically, start-ups can progress 
much faster than in other sectors. They 
thus keep start-ups under their wings for 
much shorter periods than incubators do. 
“The idea is to get technology-based busi- 
nesses off the ground faster,” says Anand 
of The Startup Centre. “Tech companies 
can do so in six to eight months, while a 
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35 lakh-<10 lakh 
at 8-1096 equity 
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more of reality" 





Vijay Anand retail or renewable energy venture could 
Founder, The Startup Centre take that many years. 

i Again, most of the 120-odd incuba- 
tors in the country are part of educational 
institutions. Some sceptics maintain that 
these are just not up to the task. “None of 
our incubators has the experience and 
expertise required to groom today's hi-tech 
start-ups,” says Krishna Tanuku. 
Executive Director, Wadhwani Centre for 
Entrepreneurship Development, Indian 
School of Business, Hyderabad. Others 
believe the world of sheltered academia 
does not provide the right environment for 
start-ups to learn to compete. "Start-ups 
being mentored in any academic setting 
are cushioned," says Anand, who earlier 
set up an incubator at Indian Institute of 
Technology Madras. "Market reality is a bit 
harsh. When entrepreneurs learn from 







Read Vijay Anand's interview at 
www.businesstoday.in/ 
anand-accelerator 





BET Y Dave McClure 





"When entrepreneurs learn from 
other entrepreneurs, they confront 





other entrepreneurs, they confront more 
of reality." Some institutions have been 
proactive — Indian Institute of 
Management Ahmedabad, for instance, 
began a three-month accelerator pro- 
gramme in 2009. 

Some accelerators organise meetings 
with all participants. At the end of each, 
the start-up teams have to showcase their 
products before potential investors, who 
are also invited. There is often an atmos- 
phere of friendly rivalry. "Everyone wants 
to talk about the progress of his own start- 
up since the last meeting," says Shashank. 
"You want to be better than the others." 
The culmination is the networking dinner, 
at which the start-ups get another chance 
to seal deals. @ 


Send your comments to editor.bt@intoday.com 


"Indian Start-up Ecosystem Is Still Developing" 


DAVE MCCLURE, founder of 500 Startups, a leading 
Silicon Valley-based accelerator, was in India in December. 
Excerpts from an interview: 


Why India? 
Start-ups and entrepreneurs. I want to build strong 
connections with India. We are looking to hire people 
or get into partnerships with angel investors and 
seed funds here. We intend to do at least five to 
10 investments every year. 


How many Indian start-ups have you 
invested in? 

We are more focused on e-commerce. 
Education is a new area we are looking at. | 
am a personal investor in online media 
start-up Slideshare in Delhi, and travel 
portal Mygola in Bangalore. 
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How do you find the start-up ecosystem here? 
There is definitely a lot going on. We have spent some 
time in Asia — China and Japan, in South America — 
Brazil and Argentina, and in Europe. The Indian 
start-up ecosystem is still developing, but I would say 
we are as interested in India as we are in Brazil. 


What kind of value do accelerators add to 
start-ups as compared to incubators? 
Incubators are more about theory and less about 
labs. Accelerators are more about building the 
company, creating a facilitating environment 
and giving access to mentors. 


Read the full interview at 
www.businesstoday.in/ 
davemcclure 
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We applaud the winners of Business Today SME Awards, presented by YES BANK. 
The achievers have not only evolved exemplary processes in promoting the enterprise but 
their accomplishments have indeed inspired potential entrepreneurs. We thank our 
partners and participants for making the event a grand success. 
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he year 1997 was memorable for Ramco 
Systems. The launch of its first full-fledged 
enterprise resource planning (ERP) product, 
called Marshal 3.0. was only part of the 
reason. The other part was getting Microsoft founder 
Bill Gates to launch it during a visit to India. It was a 
coup of sorts, as Gates rarely launched other com- 
panies’ products, and his involvement 
was interpreted by the market as a 
vote for the quality of Marshal 
3.0. Initial sales were brisk. 
The company, it ap- 
peared, was finally 
heading somewhere. 

Ramco Systems was 
set up in 1992 as the research 
. and development (R&D) division of Ramco 
ae Industries. Hived off as a separate 
company in 1999, Ramco Systems 

was a dream come true for P.R. 

Venketrama Raja. whose 

family owns the 
Chennai-based 

Ramco Group, a 

maker of cement 
and textile products. 
“I wanted to create a 
great intellectual property- 
based Indian company. with 
outstanding products in the 
enterprise solutions space for the 
world market,” says Raja, Ramco Systems's 
Vice Chairman, Managing Director and CEO. 
His vision was not just ambitious, but bold, 
considering the environment in India then 
was hostile for any IT products company. 
Besides. the enterprise solutions 
market was (and still is) 
dominated by giants such as 
SAP, Oracle and Microsoft, who 
between themselves controlled 
nearly 80 per cent of the 
global business. 

Ramco Systems began product devel- 
opment in 1993, and soon realised the 
enormity of the challenge. A large enterprise-class 
product required the work of thousands of people 
over several years, considering the amount of detail 
that varied from one industry to another. But its ea- 
gerness to enter the market led to the launch of the 
first version of Marshal in 1994, just a year into its 
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development. "We were in 
for a rude shock," says Kamesh 
Ramamoorthy, the company's Chief 
Operating Officer. "With little experience in 
product implementation — especially abroad - 
Marshal did not live up to customer expectations." 
The product did not fare well in India, either. 
Ramco Systems then refined the product and 
brought out new versions. but the market re- 
mained indifferent. "At that point, most entre- 
preneurs would have backed out, but not 
Raja." says Ramamoorthy. Between 1994 
and 1997, with hardly any billings. Ramco 
Systems spent more than 1100 crore, em- 
ployed over 1,000 people, and de- 
signed Marshal 3.0. "The prod- 
uct Bill Gates launched 
was world-class and 
could take on the 
best of the competi- 
tion," says Raja. 
But his company 
had no time to rest on its lau- 
rels. The increasing use of Internet meant 
the future belonged to browser-based products. 
and new languages such as fava were emerg- 
ing. "Marshal 3.0 was designed on client 
server architecture. and developed 
entirely on a Microsoft plat- 
form." says Shyamala 
Jayaraman, Senior Vice 
President. R&D. Ramco 
Systems. “Changes in 
technology gave the 
new product at best a 
two-year market win- 
dow.” That was not 
enough time to recover the money spent 
on the product. As if that was not bad 
enough, Y2K fears turned the market 
cold. "Most companies across the world 
postponed large-scale IT investments and 
focused on making their systems YJE- 
compliant," says Ramamoorthy. 
By 1998, Ramco Systems's stakeholders were 
worried about vears of losses and no major revenues. 
Private equity investors, financíal institutions, banks 
and employees began to question whether the 
company should continue as a pure-play product 
company or jump on the booming Y2K and software 
services bandwagon. Raja says: "I was faced with this 
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GO-TO-MARKET STRATEGY 


Roo has mostly focused on mid-market enterprises 
and relied on the strength of the product. Simplicity 
of use and pricing have been their key go-to-market strat- 
egies. They have played the India localisation card well, 
though the breadth and depth of domain expertise has not 
been impressive compared to larger rivals such as saP and 
Oracle. Also, Ramco has lacked a strong partner ecosys- 
tem, which is key to its growth strategies in terms of sell- 
ing, branding and delivery of its ERP solutions. The end 
result is that the product suite has not captured the mind- 
share of large enterprises in India or attracted global en- 
terprises. It lacked an aggressive go-to-market strategy, 
and clients viewed it as a poor cousin of sAP/Oracle. As 
regards RODE's success, it is directly proportional to its 
strong ecosystem that includes consulting, training, data 
migration services and hybrid deployment models. They 
need to bundle their services in order to provide a complete 
software as a service experience. 

Post recession, Ramco has the edge in the on-demand 
ERP market as an early mover, but newer competition is 
emerging with large vendors such as Oracle and sAP pro- 
viding comprehensive solutions with seamless integration 
between ERP, CRM and HCM, better pricing models and de- 
ployment options. Ramco needs to focus on a strong part- 
ner ecosystem, devise an aggressive marketing strategy and 
continue to invest in its product suite to keep pace with 
technology trends. In order to enhance their branding 
globally, they need to refocus their partner strategy and 
work with leading system integrators, which could give 
them renewed impetus. But execution is critical. They need 
to have a strong business orientation and their product 
suite should reflect global trends in enterprise solutions. 






"Ramco needs to have 
a strong business 
orientation and its 
product suite should 


reflect global trends in 


enterprise solutions" 


SUNIL PADMANABH, 
Research Director, Gartner 


138 BUSINESS TODAY March 4 2012 


4 


Between 1994 and 1997, with 
hardly any billings, Ramco 
Systems spent more than 
«100 crore, employed 

over 1,000 people, and 


designed Marshal 3.0 — 


d 


stark reality. I had to give up my vision or 
think of a way to overcome the serious 
disparity in strength and resources in 
order to compete." 

His association with management 
guru C.K. Prahalad came to the rescue. 
Prahalad prescribed disruptive thinking. 
Raja began by identifying the typical 
challenges that small companies faced in 
the ERP business, where products were 
complex and required thousands of man- 
years of work. Marshal 3.0, for instance, 
had 23 modules and 25 million lines of 
code. To adapt to rapid technological 
change, all that code would have to be 
completely rewritten. "While large ERP 
companies can employ thousands of 
people and spend billions of dollars to 
keep pace with these changes, smaller 
companies like us have to think 
differently," says Raja. 

So. Ramco Systems built 
VirtualWorks, a platform that automated 
software development. "It lets us develop 
products that are technology-agnostic, 
easily adaptable and rapidly scalable with 
less manpower," says Javaraman. In other 
words, VirtualWorks not only levelled the 
playing field for Ramco Systems but also 
gave it the technological edge. 

In 2002, Ramco Systems launched its 
web-based ERP product, built using 
VirtualWorks. Around the same time, it 
also released a niche product called 
Ramco Aviation Solutions. Today, Ramco 
is the market leader in the helicopter seg- 
ment, and among the top three in com- 
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SELLING IN INDIA IS TOUGH 





"T is little doubt that Ramco has attempted to tread a 
path which few Indian companies have. India has been, 
and will be for some time, an underserved market. It has 
been more lucrative for companies to tap into and service 
global markets. Selling in India has been difficult for anyone, 
Indian or foreign. So, while the potential of India continues 
to attract attention, it has never really become manifest. 

The top of the pyramid in India has typically been 
served to the same level as its global counterparts, largely 
because of its access to resources. In the past couple of 
decades, therefore, this has been the target market, and 
Ramco has naturally picked it up. What is intriguing is 
scoping out the size of the market. The Indian pyramid is 
amazingly flat, and every time you drop a notch for eligibil- 
ity (for example, by turnover, or number of people, or any 
other parameter), the addressable market mushrooms. 
Considering their stated market to be below the top of the 
pyramid, I would have looked for a much larger chunk, and 
developed my strategies around it. While foreign markets 
will continue to be attractive, they do not need to come at 
the expense of the massive Indian one. 

Since I am not privy to the underlying financial plans, 
it is entirely possible that the cost/revenue ratios for for- 
eign customers are far too attractive to be ignored, and 
therefore, there will be a natural shift to move the focus of 
their top-quality resources to chase it. As long as they are 
working backwards from their internal definition of suc- 
cess, things should be good. It is always difficult to either 
agree or disagree from the outside, as assumptions will not 
be the same. We (at Tally) have had far greater faith in 
India as a market than most of our counterparts, and this 
tends to colour my statements somewhat. 







"The Indian pyramid 
is amazingly flat, and 

every time you drop 
a notch for eligibility, 


the addressable 


market mushrooms" 


BHARAT GOENKA, 
Founder, Tally Solutions 
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mercial airlines and in the maintenance, 
repair and overhaul business. "Ramco 
Aviation Solutions accounts for 25 per 
cent of the company's revenues and en- 
joys a premium in certain markets over 
SAP and Oracle products," says Thamizha 
Nambi M.M.. the company's Senior Vice 
President, Business Consulting Group and 
Aviation Solutions. 

But the Web-architected ERP product 
did not do as well as expected. Most big 
companies had invested millions of dollars 
in a SAP or Oracle solution and saw little 
reason to shift to Ramco's product. 
Besides, there was a preference for multi- 
national players. Even new customers 
went with SAP or Oracle, because these 
companies had a huge ecosystem of con- 
sultants, product implementers, and 
training institutes. Ramco Systems had no 
such ecosystem to propel demand. 

The success of Ramco Aviation 
Solutions and the failure of the ERP 
product to grab a large share of the 
market taught Ramco Systems a valuable 


Success in aviation solutions 
andthe ERP products — . 


A - inability to grab a big market 


share taught Ramcoto — . 
_ differentiateits products 





lesson. “We learnt that the company can 
succeed against big players by avoiding a 
monolithic approach, and instead 
adopting product differentiation,” says 
Ramamoorthy. In 2004. the company 
launched Ramco DecisionWorks. a 
business intelligence platform which aids 
management-level decision making. A 
few more years of losses ensued. but the 
company survived thanks to the support 
of group companies such as Ramco 
Industries and Madras Cements, 

The rise of cloud computing has 








CYCLONE THANE 


GARE TODAY 


REHABILITATION FUND 


CARE TODAY appeals for support to those affected by the cyclone 
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SPHERE INDIA 


vclone Thane, a severe storm with a wind 
speed of 140 kmph, hit the Indian coast on 


December 30, 2011. Seven hundred and thirty- 


five villages in Cuddalore and Villupuram districts of 


Tamil Nadu and Puducherry were severely damaged. 
The cyclone left 48 dead, damaged over two lakh 
houses, 15,000 hectares of standing paddy crop, 6,000 


hectares of sugarcane plantation, 2,000 hectares of 


cotton plantation and 500 hectares of coconut planta- 
tion. The lives of fishermen and farmers were thrown 
out of gear. Damage to homes, drinking water and 
power lines has deepened the vulnerability of the 
surviving women and children. 

The 153 children living in SOS Children's Village, 


Puducherry, which was set up to cater to the needs of 
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* 48 PEOPLE LOST 
THEIR LIVES 


* 735 VILLAGES 
SEVERELY DAMAGED 


* 2LAKH HOUSES 
DESTROYED 


* 15,000 HECTARES OF 
STANDING PADDY CROP 
DESTROYED 


* TSUNAMI ORPHANS 
OF SOS CHILDREN’S 
VILLAGE FACE NATURE'S 
FURY AGAIN 


A VIEW OF CYCLONE 
DAMAGE IN PUDUCHERRY 


the 2004 tsunami orphans, held their breath as they 
witnessed nature’s fury yet again. The cyclom 
wreaked havoc on the village, destroying 15 homes 
medical centre, a community centre, a kindergarte 
school and 36 houses of poor families living in the vii 
ity. Gale force winds blew the tiles off their roofs, dai 
aged wood and plumbing work and destroyed books 
preventing children from going to school Thes 
children need help to rebuild their homes 

Itis an enormous task and your support is what 
make a difTerence.The estimated cost of repairing 
SOS Children's Village is Hs 1.6 crore. Care Today Fund 
appeals for generous contributions from the reader 
INDIA TODAY to support the restoration of SOS Childr 
Village and other needs of the affected communiti 


MAKE A DIFFERENCE 


Please draw cheques or demand drafts in favour of ‘CARE TODAY A/c The Thane Rehabilitation Func and send to: 
CARE TODAY 
9th Floor, Videocon Towers, E-1, Jhandewalan Extension, New Delhi-110 055 


All contributions are eligible for tax exemption under Section 80(G) of the Income Tax Act. 
We do not accept cash or money orders. Donations above Rs 5,000 will be acknowledged in INDIA TODAY 


For further queries, please contact 
C. Balaji Singh at 011-23314216/ *91-9810088836 or email balaji.singh@intoday.com 
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helped Ramco 
Systems in its quest 

for differentiation. In 
2008, the company used 
VirtualWorks to launch a path- 
breaking product, Ramco On-Demand ERP 
(RODE). "We married technology and necessity to offer 
a unique ERP product that taps an all-new market — 
small and medium-sized companies," says Raja. 
RODE, a pay-per-use solution, helps such businesses 
become efficient by using ERP without having to in- 
vest heavily in hardware, software licences and engi- 
neers to maintain everything. There are more than 
300 RODE clients nationwide. "We are currently 
clocking 40 orders per quarter,” says Raja. According 
to data from IT research company Gartner, 30 per 
cent of the 8 3,000 small and medium businesses in 
India want to adopt cloud-based ERP. The interna- 
tional market is larger. Gartner estimates that at least 









some form of cloud application by 2015/16. Ramco 
Systems plans to take RODE global in April. 

Raja says the company is on the verge of reaping 
the benefits of its R&D focus. Until 2010/11. Ramco 
Systems had invested 1350 crore in R&D, Raja says 
he hopes RODE will catapult the company's financials 
to a new level (the turnover for 2010/11 was 1204 
crore and net profit, 2.31 crore). He is emboldened 
by the fact that big ERP players have a minuscule pres- 
ence in the cloud. Ramco, then, has a headstart in 
this multi-billion dollar market globally. Will the lack 
of a strong ecosystem hurt RODE? Will global ERP 
majors edge out Ramco Systems in the cloud, too? Or 
can the company finally make it big? & 


Write to us at btcasestudies(@intoday.com. Your 
views will be published in our online edition, and the 
best comment will win a Harvard Business School 
Press pocket mentor. Previous case studies are at 


55 per cent of companies worldwide will move to www.businesstoday.in/casestudy 


BT receives scores of responses to its case studies. Below is 
the best one on Gujarat's Power Sector reforms (Feb 5, 2012) 
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ujarat's power sector was in a shambles in 2001, when 

Narendra Modi became Chief Minister. A decade later, Gujarat 
is at the forefront of states that have carried out sweeping power 
reforms, and now has surplus electricity. This case study details the 
key steps the government took to bring about the change in a man- 
ner that was fair to all stakeholders. 


THE 
TRANSFORMER 





2) Gujarat should develop the coal blocks which were allotted 
to them faster, and lobby with the Central government to allocate 
them more blocks; 

3) More investment in generation - replacement of older, lower 
megawatt units with higher megawatt ones, and better repair and 
maintenance of generation plants. 

Adopting separate feeders for agriculture, unbundling and in- 
terest cost control were brilliant strategies. However, 
more could have been done. To some extent, the state 
has ignored its role in generation. Though the focus 
should have been on transmission and distribution, the 
cost of generation cannot be controlled without effec- 
tive participation by the state. Also, Gujarat can show 


Pankaj P. Sharma (pankaj-p.sharma@ubs.com) wrote: 


The Gujarat government can further lower transmission and distri- 
bution losses by increasing private sector participation in distribu- 
tion, especially in large cities. Ahmedabad, Gandhinagar and Surat 
have already shown that this will help. 

Metering needs to be further improved and decentralised as 
much as possible in areas where losses are higher than average. 
More investment is required in transmission at sub- 
33kV levels and distribution (transformers and sub- 
stations). Overall, the cost of power is still reasonable, 
and considering that reliability and quality are high, it 
is not a concern. 

However, there are certain steps that could be taken: 


PERSUADING 
PEOPLE 


1) Efforts to ensure that tariffs are not revised by 
private companies for the power purchase agreements 
which have already been signed; 
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other states the way, and the consultancy potential has 
not been fully exploited. 

Pankaj wins a Harvard Business School 

Press pocket mentor for his views 
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Economic liberalization has initiated a spurring 
growth of business travel in India. Business travel 
has transcended from its traditional definition 
and is now a lucrative market for a host of 
business travel add ons 
p usiness Travel in India has increased as a direct outcome of economic 





liberalization in India. Foreign investments have increased in Indian 

companies. The rise of business and leisure travel to smaller cities such 
as Udaipur, Thiruvananthapuram, Bhubaneswar, Pune, Kochi and Chandigarh. 
have made these places a fertile ground for hoteliers to expand their territories 
Tier | and Tier II cities are in focus now due to the up surge in business travel to 
these cities. International hospitality chains are all set to acquire local chains in 
5 order to expand their empires in these cities. Economic liberalization has 
— . 4nttiated a spurring growth of yis: travel in India. Mutual trade relations 
with —* coun | in the worl dhave taken à giant leap so much so that India 
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growth of business or corporate travel to India. With its continuously evolving 
infrastructure and fabled hospitality India is increasingly being considered as 
the preferred venue for meetings, incentives, conferences, conventions and 
exhibitions. Strategic advantage of location and an overwhelming array of 
destinations are the USP of India. In each of its destinations there are a huge 
number of hotels in India, which are well equipped with state-of-the-art 
facilities. 

With the growth in the disposable income and with India Inc. being viewed as a 
global center for business opportunities, business travel is on a steady rise. The 
government too is not far behind offering a lot of stay and recreation 
opportunities for both domestic and international business travelers under its 
Incredible India initiative. 

The business traveler today is very picky about where he stays and business 
travel has moved on from its traditional meaning, including in its ambit a whole 
host of products that make business travelling conducive. It is the day and age 
of travel cards, luxury yet compact luggage and surely of course the spas and 
fitness centers to de stress the business fraternity. The business traveler is not 
only a cosmopolitan but also somebody who carries with him the 'corporate 
look and feel. This is where compact briefcases have marked their territory with 
a wide range of compact travel gear for the corporate traveler 

Apart from the travel accessories market, industries like the tour operators and 
international roaming country specific sim cards have too banked on the boom 
of business travel. With attractive package deals doing the rounds, one can 
actually avail a sight seeing after a business meeting for a trip even if it is as 
short as a day. The fitness and spa industry too has made its way into the 
target group of business travelers with business hotels and budget hotels 
having an in house fitness center and spa. Travelling for business can get nerve 
wrecking, So a handy massage or a spin in the gym is only welcome. Luxury 
resorts have also made it possible for the business traveler who is also a family 
person to travel with his family. He can now have the twin benefits of a mini 
holiday along with business engagements at the same time. With travel cards 
making their foray into this industry, it is now conducive to travel cash less and 
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NOW IN A NEW l| 


nhancing a legacy is no simple task. After a decade of vowing guests 
with authentic Japanese food, now The Metropolitan Hotel & Spa has 
renewed the rich tradition of Sakura Japanese cuisine by adopting a 
new look, a new menu by celebrated Japanese Master Chef Tetsu Akahira 
and a whole new attitude, 
Sakura in chic The Metropolitan Hotel and Spa at Time Tower, Main MG Road, 
Gurgaon is India's first Japanese eatery. This award-winning fine-dining 


restaurant with its three elegant private dining rooms, offers the best of Japanese — 


cuisine - prepared from the freshest food flown in from Japan. The ultimate 
expression of flavour, that's the focus at Sakura's Japanese Kitchen. 


Sakura, decorated in a contemporary Japanese manner, creates a visual effect of 


serenity and relaxation. The window blinds are deliberately designed to resemble 
with Japanese interior accents common to most houses in Japan. The stone floor 
and the colour found on the walls evoke soothing, natural elements that draw 
inspiration from the earth. The rich fabrics and highest grade wood furniture 
gives the space a current and warm look, but also maintains the balance 
between tradition and modernity. 


Japanese cuisine has always been an enigma wrapped in layers of mystery -- the 


more you uncover, the more there is waiting to be discovered. Here, at Sakura, 


guests can unravel their own part of the enigma to relish exquisite Japanese food, 


lovingly prepared by renowned Japanese Master Chef, as it was always meant to 
be. For people on the move, there's Sakura's famous Bento Box meals with food 
arranged artistically and meticulously in different slots. Exotic flavours from the 
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finest and rarest ingr gin 
of Japanese Sakes. Visua ats guests to the bes! o 
Japanese gastronomic delights. The artistic integrity of this world-class 
Japanese restaurant ensures the guests of a spiritual and a purifying expenen 
indulging all senses and providing them with a complete Sensuous Pleasure 
Highly reviewed and greatly loved by its patrons, Sakura remains unrivaled for 
expertly executed Japanese fare this side of Tokyo. Come and explore thy 
unmatched dining experience at Sakura 


FORTUNE HOTELS 


LEVERAGING ON THE POWER OF BRAND 


was created to cater to the mid-market to upscale segment has made its 

presence felt across the length and breadth of the country. ‘Fortune Hotels’ 
is not only taking its customers ‘places’ but also offering them excellent value 
for money in each location. Whether the hotel is located in a metro, mini-metro, 
a business location or a resort cum leisure destination, the brand is now widely 
recognized for the quality of its service. Its 'mid-market to upscale concept has 
generated confidence among its promoters and has brought accolades as the 
best 'First Class Full Service Business Hotel' chain in the country. 
A wholly-owned subsidiary of ITC Ltd., the chain has a number of clearly 
defined sub-brands bringing instant recall and guests can easily match their 
requirements with the chain's offers. The sub-brands like Fortune Select’. 
‘Fortune Park’, ‘Fortune Inn’ and ‘Fortune Resort’, also now include the recently 
launched 'My Fortune’ brand. 
With the opening of 5 new hotels in 2011, the chain continues to strengthen 
its presence across the country. The new hotels include Fortune Inn Exotica at 
Hinjewadi in Pune; Fortune JP Palace in Mysore, Fortune Park Boulevard 
at Chhatarpur and Fortune Park DJ Avenue on MG Road in New Delhi, 
and the recently flagged 'My Fortune' in Chennai is the first hotel to open 
under the new brand. 
In the process of creating quality hotel accommodation in a wide choice of 
destinations, the Fortune Hotels " 
chain has emerged as a brand " 
with a reputation of contemporary 
modern hotels offering quality 
products and "value led" 
services. It's branded restaurants; 
modern décor, convenient servicti 
designs and sub-brands that , 


I: chain's tag line says it all - ‘Let Fortune Take You Places’. The chain that 


cater to different categories of guests, sets it apart from all other chain 

The 'Fortune Hotels' brand with 66 signed properties, 5074 rooms spread acro 
50 cities in India, is operating 40 hotels at present. The chain offers ‘ul 
without compromising on quality, at a very people-fnendly price 
locations, excellence of cuisine, efficient service and competitive pricing. have 
made the Fortune Hotels chain popular with both business and leisure travele 
across the globe. 

Fortune Hotels brand draws its strength from the proud lineage-!1C Lid. whic! 
is a pioneer in the hospitality industry in India. As it continues its sweeping 
growth across a number of brands, the focus of Fortune Hotels is holist 
development. The properties are being set up in major metros. mini metro: 
state capitals and business towns. Each hotel is created to suit the bi 

needs of a particular environment leading to a perfect economic fit, anc wit! 
each property taking its roots in one location it opens up possibilities at another 
level in a neighboring hub of development. Fortune Hotels has undoubtedly 
established itself as a leading ‘first class, full service business hotel chain and 
it plans to maintain this position by following a balanced Mt towards 
growth, expansion, brand extensions and providing the sai 
product and service across the country. £ 
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Differences in Values - Is this a 


Generational Phenomenon? 


At the Roundtable: Continuing the discussion on 
Multi-generational Diversity in the Workplace, as part 
of the Collaborative Project between SHRM India and 
Professor Vasanthi Srinivasan from IIM Bangalore. 


Does social background play a role in categorizing 
generations? How differently would a Baby Boomer from 
a nuclear family behave when compared to a Gen Y from 
a joint family? Why is it that younger generations want to 
learn but do not want to be 

taught? Does "Indianness" Mum 
create a common meeting 
ground and make it easier 
lor generations to work 
together? 


These were some of the 
questions that drove the 
discussions at the previous 
Roundtables on Multi- 
generational diversity held 
at Bengaluru and Kolkata 


The third Roundtable in this 
series held on January 25, 
2012 at the ITC Grand Central in Mumbai saw the focus 
shift from cohort-based identification of generations to 
understanding generations through a values framework. 
The Roundtable brought together eminent HR practitioners, 
academicians and consultants, whose expertise and 
experience provided deep insights and indicated the need 
to do research on this subject in India. The discussion 
centred on the differences in individual and group values 
and how these differences could help to make inferences 
about and categorize generations. 











The prompt for a framework to deal with multi-generational 
diversity stems from organizational concern about the 
impact of this diversity at the workplace, especially 
because of the differences it creates in work values, work 
ethics, attitudes and aspirations. Research shows that each 
generation differs in how they express the values imbibed 
through varied socio-cultural and demographical factors 
during their formative years. These values determine an 
individual’s behaviour and interactions in the workplace. 
Given that India is a 
country of great diversity, 
an examination of these 
values would give a better 
picture of how generations 
interact and collaborate 
with each other. 


25, 2012 


Professor Vasanthi opened 
the floor for discussion 
by asking, “Companies 
which used to hire 1000 
are hiring 10000... 
A 25-year-old service 
provider has a 55-year- 
old customer... Younger 
people see more generations than older people...How 
important is it now for India to understand generations 
and their values?" She noted that western nomenclature 
of generational categories and characteristics does not 
hold good in a country like India. Our country actually has 
the potential to nurture almost seven to ten generations 
in one workplace because of the diverse culture and 
deep impact of globalization. She also justified the 
current research by emphasising the paucity of dota 
on generational differences in India, especially in the 
context of cultural diversity and large working population. 
This makes it not only necessary but also essential to 
understand the similarities, differences ond interactions 
among the different generations in the workplace today. 


“Intergenerational Mobility" — as economists 
prefer to call it 


Social mobility is a measure of the equality of life 
opportunities, reflecting the extent to which parents 
influence the success of children or on the flipside, the 
extent to which individuals can move up in social status 
by virtue of their own talents. In this discussion, social 
mobility strongly emerged as a factor that can influence 
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the degree to which people’s social status changes 
between generations. There was consensus that certain 
values are common across generations while some are 
specific to a particular generation, depending on the 
place of origin of the individual. 


^Technology"- a catalyst for breeding 
generational differences 


Some participants felt that in today’s world, technology 
could lead to differences in social status. Others raised 
the question, “Does technology create generations and 
thus impact social mobility?” However when it came 
to the essence, the room unanimously agreed that 
technology does moderate and foster collaboration 
between generations at the workplace. The consensus 
was - the degree of comfort in using the internet, mobile 
applications or iPad depends on the age group as well as 
the social status of the person. 


Do parents influence value differences among 
generations? 


“The parents make the important decisions of education, 
coreer and marriage for 87 percent of young India 
(between the ages of 16 to 25). 86 percent of these 
youngsters say they would give up their jobs for family,” 
Prof Vasanthi quoted the findings of a study done across 
India, which highlights how today’s workforce gives 
priority to family above all else. 

Narayan from Mphasis Global emphasized on how the 
parental outlook is the key to organizational loyalty in the 
workplace. Parental education and the nature of work 
have a significant impact on the children’s work values 
and the way they behave at work, according to Vishal 
from Edelweiss. 


How do value differences affect the 
organizational culture and life cycle? 


This was a question raised by Adil Malia from the Essar 


Group. To which Lakshmanar 
Igate Patni added, “During dest 
events in the country did we 
commonality among generations le 
also said that generational differ: 

are not as visible in high performit 
teams as compared to other tea 
The participants offered different w 

to categorize generations based c 
when the business was started or the 
external milestones in the nation 
Meaning created with vision 
Gurpreet from — Welspu: 
believed that meoning created 
vision, could actually define ! 
generations behave at the workplac: 
Leadership plays a critico 
becoming a catalyst for collaborat 
or conflict among generations. All participants agreed 
that leaders who provide fundamental meaning span: 
across generations would help collaboration 


‘Roundtables continue online’ 


The Mumbai Roundtable on multi-generational dive: 
was the last in this series. It, like the others held in Bengal 
and Kolkata, brought rich insights and thoughts from the 
participating practitioners, consultants and academ 

and provided a clear direction for defining generoti 
through a values based framework. Professor Vo: 
closed the floor by informing participants of the next st 
in this research project. 





All Roundtable participants from the three citie 
given regular updates on the project. A platto 
communication has been created so that the di 
that began at these Roundtables can continue a 


Readers are welcome to share their thoughts 
perspectives on this research project by writin: 
Ajith-John@shrm.org 
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Young At Art — 


As the Indian art market matures it is being embraced by young buyers, 
says Anumeha Chaturvedi 







poorva Subbanna, 22, 
attributes her interest 
in art to her blood- 
line. Born to con- 
temporary artist 
Kuppagadde Rudrappa and textile 
designer and art curator Seema, 
Apoorva grew up in a blaze of 
colours and designs. Four 
months ago, she bought a ce- 
ramic sculpture by Debashish 
Das — a blue and green bow! 
with female figurines — for 
130,000. That amount may sound 
small in the world of art auctions. 


these days are well-read and well- 
travelled. and are increasingly 
investing in art.” 

Her statement is backed by 
auction houses and galleries, 
whose number has been on 
the rise. “The market is driven 

by young collectors who edu- 
cate and acquaint themselves 
with art before buying,” says 
Maithili Parekh, India Director 
of auction house Sotheby's. 

Curator Ina Puri, too, talks of young 

collectors, many of whom believe art 

to be a safe investment. "There is no 
overnight rise or fall in prices and 
they have been going up gradually." 
she savs. 


but, for someone yet to start earn- 
ing. it was her life's savings. 

“I bought it with my own savings, as I 
really liked it. Desmond Lazaro. David Kracov and But profit is not always the 
Gordon Cheung are some of the artists | motive. Mumbai-based architect Ashish 
look up to. Their works are expensive, 
but I hope to buy them some day,” says 
Subbanna. Seema adds: “Youngsters 


Carved from stone: A bust of Albert 
Einstein at India Art Fair in Dethi 
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Shah, 32, started collecting artworks when he 
was in school, and has not re-sold any. His 
house is designed around works by Sudarshan 
Shetty, S. H. Raza and Shilpa Gupta. 

Regardless of the motive, there is no doubt 
that art buyers are getting younger. Consider 
the statistics from the recent India Art Fair in 
New Delhi. "Of the sales, about 40 per cent 
were generated by those investing in art for the 
first time," says Neha Kirpal, the fair's founder 
and organiser. 

One of those first-time buyers is Priyanka 
Khanna, 30. who works with a fashion maga- 
zine and bought a piece by New 
York-based artist Aakash Nihalani. “I have 
always loved art. My mother exposed us to 


Art of living: Ashish Shah has designed his house around the artworks he has bought 


galleries and museums across the world as 
children,” she says. 

The bloodline worked for 34-year-old 
Pooja Chandra, too, albeit an acquired one. A 
partner with Delhi-based consultancy firm 
Cicero Associates, she is landscape artist Satish 
Chandra's daughter-in-law. Pooja's foray 
into the world of art coincided with her mar- 
riage, and surged with the entry of artists like 
Vivan Sundaram into photo prints, which are 
more affordable. She owns six Sundaram photo 
prints worth X1.5 lakh and is eyeing an 
A. Ramachandran sketch worth %3 lakh, 
“People inherit jewellery and property, | inher- 
ited art,” she says. 

Jewellery has been at the back of the mind 
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Art Investments 





of other young buyers as well, espe- 
cially the women. “Buying art is simi- 
lar to investing in jewellery. One does 
not buy it only to sell it, and one 
must like it before buying.” 
Jaipur-based 
Alankrita Sharma. The 
30-year-old lawyer de- 
veloped an interest in 
art while working at 
Gallerie Ganesha in 
Delhi eight years 
ago. In those days, 
she would buy a 
piece from her 
employer and pay 
for it through 
monthly deductions in 
salary. Sharma has a 


says 


Love for art: A 
painting by F.N. 
Souza; (Right) 
Blue Painted 
Head, a sculp- 
ture by Ravinder 
Reddy, on dis- 
play at India Art 
Fair in Delhi 


piece of advice for her 
ilk: "Young collectors like 
me can start with vounger 
artists, who will grow as 
we grow." She bought à 

painting by contempo- 
rary artist Maya 
Burman five years ago 
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for 315.000. "The artist has made it 
big, and the painting must be about five 
times that amount now,” she says. 

The advent of online auctions and 
absence of a reserve price in some 
cases have given a fillip to the reverse 
ageing of the art aficionado. "Many of 
our new bidders and buyers are young. 
who are comfortable with our platform 
and technology. Some of our new auc- 
tions don't have reserve prices and are 
attractive to new bidders who have 
never bid in an auction before,” says 
Nish Bhutani, Chief Operating Officer 
of online auction house Saffronart. 

There have been other innova- 
tions. Exhibit 320, a Delhi-based gal- 
lery run by 33-year-old Rasika Kajaria 
in Lado Sarai. New Delhi, showcases 
works by young contemporary artists 
in new forms like sound installations, 
photo prints and paper collage. The 
gallery was a natural progression for 
Kajaria, who has been collecting art 
since the age of 20. € 





Send your comments to editor.bt@intoday.com 
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y wife often accuses me of 

staring at my mobile 

phone screen when we are 
together instead of talking to her. 
Despite her annoyance, I find I have 
not changed my habit, but gradually. 
she has changed hers. These days. 
while I am either on the phone or 
using the laptop. she surfs the Net on 
our iPad. And we are not the 
only couple to suffer from 
technology-imposed marital 
issues. 

A long-standing joke 
among my friends is that it is 
perhaps easier to reach me 
on Twitter or Facebook 
than on the phone. Given 
that my phones are 
usually on ‘silent’ 
mode, there is some 
truth in that. But at 
least I keep my 
phones on ‘silent’. 

There are many 
who, despite re- 
peated reminders. 
do not switch their 
phones off or put 
them on ‘silent’ at mov- 
ies and concerts. In early 
January, a performance of the 
New York Philharmonic 
was stopped mid-show 
because a man's iPhone 
went off. 

It is not just the ringing 
mobiles. Recall how people stopped 
blaring loud music while travelling 
on the Delhi Metro only after the 
Delhi Metro Rail Corporation 
cracked down. Sometimes taking the 
elevator these davs is an ordeal 
because there are people inside talk- 
ing loudly on their mobiles, despite 


Tech ‘Trap 


* ^ Too much technology is ruining our social lives 


the fact that there is a signilicant 
signal loss in most lifts. 

Ask yourself: when was the last 
time vou went through a dinner date 
without busying yourself with your 
phone at least once? People are often 


so busy on a messenger service or 
checking out the Facebook status 












update of somebody they recently 

met that they tend to forget about 

the person sitting opposite them. 
While there is no doubt that 


technology has allowed people with 
poor social skills an opportunity to 
interact like never before. it has also 
made a large number of us quite 


rude. Worse. il 


s making 


more and more obliviou 


immediate surrounding 
that U 
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riddhee Maitra, 35, an 

HR professional in a 

leading pharma com- 
pany, was diagnosed with diabetes 
two years ago. He travels on work 
lor around 12 days a month. "Once 
I was travelling continuously for 
four to five davs from Mumbai to 
Chennai to Coimbatore.” says 
Maitra. "I began feeling low. It was 
then my gluco meter came in 
handy. I could check my blood sugar 
levels. I always travel with it." 

For people like Maitra, the gluco 
meter is vital. For those who are hy- 
pertensive, the electronic blood pres- 
sure monitor is equally important. 
Their cost is reasonable: the gluco 
meter costs around X800 to 1,000, 
the blood pressure monitor 2.400 to 
2,800. But how accurate are they? 

Doctors maintain that while 
both devices are fairly reliable, there 
are limits to the blood pressure 
monitor's accuracy. "The electronic 
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device gives a crude read- 
ing. says Dr Vivek 
Nangia, Head, Pulmo- 
nology Department, 
Fortis Hospital, Delhi. 
"It is always better 
to compare its read- 
ing against the 
manual device, 
under a doctor's 
supervision. " 
Most impor- 
tant: people 
should not 
start using 
these devices 
just because 
they suspect they 
have high blood 
pressure or high 
blood sugar. They should always 
consult a doctor first. 

There is, however, no need to 
panic, if the readings on these devices 
deviate slightly from the normal. "A 
variation in the range of five to 10 is 
all right." says Dr Suranjit Chatterjee. 
senior Consultant. Internal 
Mediciine, Indraprastha Apollo 
Hospital, Delhi. But if it is the oppo- 
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Handle with Care 


Do-it-yourself health check-up devices are useful, 
says Dearton Thomas Hector 


site, if the body is sending you alarm 
messages, while the device's readings 
say all is well, do not ignore your 
body, "If you experience symptoms 
like increased thirst, excessive or 
greatly reduced appetite, sudden 
weight gain or loss, do visit your 
doctor even if your blood pressure 
and blood sugar monitors tell you 
all is well." says Dr Nangia. 

Blood pressure has two levels: 
systolic. when the heart contracts 
to pump out blood, and diastolic, 
when, having done so, it relaxes. 
Systolic blood pressure is normally 
close to 120 (mm of mercury), 
while diastolic is close to 80. 
Normal blood glucose levels before 
meals are in the range of 70 to 100 
(mg per decilitre) and after meals 
between 120 to 140. 

Newer technologies are also be- 
ing introduced in India. among 
them iPro 2, a small, discreet device, 
attached to the skin, which measures 
glucose levels all day revealing pat- 
terns that may be missed in random 
checks. "It gives 300 readings per 
day." says Milind Shah. MD, 
Medtronic India, which manufac- 
tures the device. Bluetooth-enabled 
self check-up devices, Wi-Fi-enabled 
cuffs for hypertensives, calorie 
counters and sleep quality trackers 
which are increasingly used abroad 
may also enter India soon. 

“The ingredients of health and 
long life are great temperance, open 
air, easy labour and little care,” 
wrote the 16th century English poet 
Sir Philip Sidney. Devices gain 
ground because, in our time. only 
the first is within an individual's 
control — though that too is a con- 
trol we frequently fail to exercise. @ 
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Hurtling Towards Doomsday 


Efforts to reverse climate change have been feeble and inconsistent, says this book 


emember the widely broad- 

cast television ad by an insur- 

ance company in which actor 
Irrfan Khan offers his companion a 
tiny, paper umbrella to protect him- 
self from the pouring rain? The world 
— and India's — efforts to combat and 
reverse climate change have been 
broadly similar. Despite all the recent 
chatter about 'going green' and 
‘clean energy’, the truth — as this 
book by journalist-turned-academic 
Praful Bidwai reveals — is that emis- 
sions are still increasing by three per 
cent every vear. 

Global warming needs to be 
capped at two degrees above pre- 
industrial levels: it is already 0.8 
degrees above, and rising. The 
maximum atmospheric carbon 
dioxide level the world can tolerate is 
about 450 parts per million (ppm): 
the current level is around 390 ppm 
and going up by 2 ppm each year. The 
impact of climate change is already 
upon us in the form of a sharp 
increase in natural disasters, altered 
temperature and rainfall patterns. melting glaciers and 
much more — and will get worse with each passing year. 

And the irony is that though it is the developed 
countries, with their long record of emissions since the 
Industrial Revolution that are primarily responsible for 
the crisis, it is the poor in the developing countries 
who will suffer the consequences of global warming 
much more. 

Worse. the much publicised annual international 
climate conferences. or COPs, have lately been contribut- 
ing to the problem. not the solution. The conferences at 
Copenhagen in 2009 and Cancun the following year saw 
near-total deadlocks. with the developed countries hard- 
ening their stance against the developing countries’ 
demand they foot the bill for cleaning up the earth. The 


The Politics of Climate Change 
and the Global Crisis 


Mortgaging Our Future 





d Durban meet last December — this 
Crier — 


book was completed just before it was 
held - managed to stave off complete 
disaster by at least extending the 
Kyoto Protocol ~ the only legally tand- 
ing treaty enforcing emission cuts 
which would have expired this vea 
—to 2017. But it has come at a cost: a 
new protocol by 2015 is on the cards 
in which all nations — especially the 
emerging big economies-cum-emit- 
ters like China and India ~ also agree 
to legally binding emission cuts, This 
is precisely what India had been try- 
ing to avoid all these years. 

But Bidwai's book is not merely a 
summing up of the existing 
precarious situation. It is also a strong 
critique of the ‘market-based 





The Politics of Climate Change solutions', as he puts it. such as 
and the Global Crisis 
Mortgaging our Future 
By Praful Bidwai 
Orient BlackSwan relationships and reducing them to 
Pages: 370: Price: 3750 


carbon trading. being pursued to 
check climate change. They amount 
to "artificially quantifying complex 


homogenous entities measurable in 
so many rupees, dollars, euros or 
yuans." he says. "This is voodoo 
economics at its most ludicrous.” 

Bidwai is equally scathing about India s climate 
stance. India is currently the world’s fourth-largest 
polluter, but in per capita emission ranks 14 7th. largely 
because its poor people possess so little. thev hardlv pol- 
lute at all. Indian representatives at climate talks keep 
harping on its low per capita emission. which, Bidwai 
maintains "is a shield that enables India's elite to hide 
behind the poor while indulging in profligate consump- 
tion and evading responsibility". He also finds serious 
flaws in India's mitigation efforts, including the eight 
national missions — the solar mission, etc ~ embarked 
upon by India's National Action Plan for Climate 
Change. € 
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Out of Balance 


Employee benefit liabilities of companies are higher than they 
should be, considering their profits, says Manasi Mithel 


2.98 
2.78 










Mi Median 2009 I Median 2010 — Bl Median 2011 


Service cost is what a company spends on maintaining 
s: " employee benefits; Total plan deficit is the difference 
Rising Risk between the liabilities and assets backing them 
Figures in per cent 
Source: Towers Watson 
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Service cost/ 
Personnel cost 


nsure you have the money to 
put where your mouth is, if 
needed. That is what a report 
by leading global professional serv- 
ices firm Towers Watson seems to be 
telling the top 100 companies on the 
Bombay Stock Exchange (BSE), whose 
financial risk levels it discusses. 
According to its 2011 Employee 
Benefits Accounting & Risk study, the 
combined estimated liabilities the 
companies must bear to provide their 
employees with benefits — such as 
pensions, gratuities, provident fund 
and, in some instances, health cover 
— accruing to them increased from 
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Total plan deficit/ 
perating cash flow 


0. 
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Operating cash 









12 trillion across 91 companies in 
2010 to 12.9 trillion across 95 in 
2011. (A trillion equals one lakh 
crore.) The funding of such liabilities 
through trusts and other sources, 
called asset backing. fell to 80 per 
cent from 86 per cent. 

"Factors like falling profits and 
falling market capitalisation cannot 
sustain this level of benefits. And 
there is a continuous increase 
in these liabilities," says Kulin Patel, 
Actuary, Benefits Practice, Towers 
Watson. "Employee benefits can 
become large and volatile 
in relation to the company's 


utions/ 
flow 














Benefits cost/ 
perating profit 


financial performance." 

The situation is similar to that 
during the downturn of 2009 when 
profits were low and liabilities, as a 
percentage of profits, high. 

Ajay Seth, Chief Financial 
Officer. Maruti Suzuki. however, says 
that the increase in liabilities at 
Maruti is only a result of more hir- 
ing. The older the organisation. the 
larger the liability. "As an organisa- 
tion. we are expanding. Accordingly 
the liabilities will have to go up." 
he says. 
| According to D.K. Aggarwal. 
| Chairman and Managing 


Towers Watson report at 
www. businesstoday.in/towers-watson 


— — — 


Director, SMC Investments and 
Advisors, companies use their oper- 
ating cash flows to meet ongoing 
benefit liabilities when they find their 
liabilities unfunded. “Given the cur- 
rent economic environment. if such 
companies are looking to restructure 
their workforce, they could face sig- 
nificant strain on their cash flows to 
meet these obligations." he adds. 

The sector most vulnerable 
to this risk is banking. says the 
Towers Watson study. Public sector 
banks are at greater risk than their 
private sector counterparts and most 
other companies, as they offer gener- 
ous benefits. Private banks, for 
instance, do not offer post-retire- 
ment benefits. 

The share of pension in the costs 
incurred by BSE 100 companies on 
employee benefits is 58 per cent 
when banks are included, but a mere 
14 per cent when banks are lelt out. 
it is gratuity which then comprises 
the biggest chunk of employee ben- 
efits costs (see Pension Tension). "The 
median employee benefit expense as 
a percentage of operating profit is 
almost 30 per cent (in public sector 
banks) as compared to private banks 
where it is one per cent," says the 
study. For the BSE 100 overall. it is 
1.5 per cent. 

"Even as most PSU banks have 
similar compensation structures, 
there is divergence in their assump- 
tions for estimating pension liabili- 
ties. We believe that in some cases 
this may lead to underestimating the 
liability," says Aashish Agarwal. 
Executive Director at CLSA Asia- 
Pacific Markets, Asia's leading inde- 
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pendent research brokerage. 


all in the future, to be delivered only 
when the employee retires or incurs 
medical expenses. measuring their 
cost requires a set of appropriate as- "The i Eindu nce An t, 20) Lg makes zi 
sumptions. The survey highlights the easier for employers to contri 
need for companies to take into 
account factors like salary increases. 
rate of interest and attrition, while 
formulating their assumptions. 
SMC's Aggarwal says the New 
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Pension Scheme (NPS), introduced 
Since these benefit liabilities are in 2003 and initially made manda- 
tory only for government employees 
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A Xerox LA Company 


Suzlon Energy Limited 

General Manager 

Location: Pune 

Job ID: 10596829 

Description: Relevant experience and 


exposure to manufacturing corporate (for 


SEZs, and others for non-SEZ purposes. 


Robert Bosch Engineering and Business 
Solutions Limited 

Group Manager 

Location: Coimbatore 

Job ID: 10888409 

Description: Deliver Business Plan targets: 
PYO/revenue. Resource deployment on 
billable projects and DE tracking. Invoicing 
and follow up. 


ACS, Inc. 

Operations Manager 

Location: Bangalore 

Job ID: 10798245 

Description: Receives assignments in the 
form of objectives and determines how to 
use resources to meet schedules and goals. 


UST Global 

Manager- HR ( Generalist) 

Location: Thiruvananthapuram / 
Trivandrum 

Job ID: 9207267 

Description: Deliver customer focused HR 
services to the Strategic Business Units that 
contributes to the attainment of the 
business objectives. 
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United Health Group 
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UnitedHealth Group 

Accounting Supervisor 

Location: Hyderabad 

Job ID: 10908094 

Decription: Responsible for ensuri 
timely completion of accou 
reconciliations with accuracy on a montt 
and quarterly basis. 


WNS Global Services Pvt. Ltd 

Manager - Data Processing 

Location: Mumbai 

Job ID: 10894663 

Description: Manage a Team of 100 pl 
specialists for a data process, and a sm 
team of voice (10 specialists). 


Elixir Web Solutions 

Sr. Brand Manager 

Location: Delhi, Gurgaon 

Job ID: 10810040 

Description: Responsible for ideatio 
development and execution of marketi 
campaigns that includes mass med 
outdoor & on-ground consumi 
activations. 


Novartis Healthcare Private Limited 
Group Head - Data Management 
Location: Hyderabad 

Job ID: 10073431 

Description: Must have experience in dru 
development with at least 6 years in Dat 
Management activities. 


To apply for above jobs logon to www.monster.com »» Type the Job ID in the "Search Jobs" box »» And click the "Go" buttor 


Find the right candidate with Monster's 3 Layer Quality Check 


Try Monster's enhanced Job Posting today. Its one of 


the many things we do to get you the right 


candidate 


Call us or email us at sales@monsterindia.com. 


loll free : 1-800-4196666 


monster.con 


Right Jobs. Right Candidate: 
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lindustan Service Centre 


To apply for above jobs logon to www.monster.com 












Defiance Technologies Limited 

Enterprise Mobile Architect 

Location: Chennai 

Job ID: 10979608 

Description: 8-9 + yrs exp with atleast 3 yrs 


in SAP NetWeaver Mobile / Sybase Mobile. 


The candidate needs to be adept at Mobile 
technologies and also must handle team. 


Tesco Hindustan Service Centre 

Senior Software Engineer 

Location: Bangalore 

Job ID: 10800883 

Description: Technically strong candidate 
with 3-5 years of exp on Peoplesoft. 


Freescale Semiconductor 

Software Engineer/ Programmer 

Location: Noida 

Job ID: 10808204 

Description: Person should have worked as 
white box testing person at some point of 
experience. 


Siemens Ltd 

Software Engineer/ Programmer 

Location: Bangalore 

Job ID: 10985507 

Description: Strong working experience 
using C, C+ +/VC+ + and C4. 





monster com 


NVIDIA Corporation 

Software Engineer/ Programmer 

Location: Pune 

Job ID: 10772766 

Description: The candidate should be 
familiar with basics of PC graphics pipeline. 


Ciena 

Test Automation Professionals 

Location: Gurgaon 

Job ID: 10566200 

Description: Develop automation test 
cases/suites for optical transport platform 
based on test requirements provided by test 
team. 


Pegasystems Worldwide India Pvt. 
Limited 

Director - Solution Frameworks 

Location: Hyderabad 

Job ID: 9812316 

Description: Manage a team of highly 
skilled staff to design new product features 
for vertical frameworks. 


Virtusa Software Services Pvt Ltd 

Team Leader/ Technical Leader 

Location: Bangalore 

Job ID: 9514248 

Description: Candidate must & should 
have good experience in -C 3.5. 


>> Type the Job ID in the "Search Jobs box >> And 


Finding the right candidates made 
us make the world borderiess 


Call us Toll free : 1-800-4196666 or email us at sales@monsterindia.com 


monster com 


Right Jobs. Right Candidates 
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Monster has over 20000 employers on the look out. Post your resume at monst 


Crossdomain Solutions Pvt. Ltd. 
Assistant Manager - Business Development 
Location: Bangalore 

Job ID: 10960825 

Description: 4 - 5 yrs of Exp in Corporate / 
B2B Sales- preferably in IT, FS or HR. 
Should possess excellent networking skills 
and market knowledge. Should be open to 
travelling. 


Sicgil India Limited 

Business Development Manager 

Location: Chennai 

Job ID: 10997767 

Description: Market survey for prospective 
customers, sales presentation to prospects, 
and sales of CO2 manufact uring 
equipments to industrial customers. 


GlobalHunt India Private Limited 

Sales Manager 

Location: Chennai, Hyderabad 

Job ID: 10999329 

Description: To achieve the sales targets for 
the area in terms of volume and market 
share through constant review and 
monitoring of the sales team performance. 


TTK Prestige Limited 

Territory Sales Officer 

Location: Bangalore, Hyderabad 

Job ID: 10907345 

Description: 2 - 3 years in Sales and 
collections and in channel sales 
Management. 


Nichepre 


VALUEFIRST : ) 


NOUS 


LEVERAGING INTELLECT 


omnitc ch 


> Type the Job ID in the "Sea: 


ch Jobs" box 


Nichepro Consulting Pvt Ltd 

Business Development Executive 
Location: Bangalore 

Job ID: 10671023 

Decription: Proven experience in busir 
development, relationship building ; 
sales- Minimum 3 years exp- Str 
negotiation skills. 


Value First 

Sr. Sales Manager 

Location: Gurgaon 

Job ID: 11000284 

Description: Responsible for t 
achievement of sales revenue targets | 
designated Region and team. 


Nous Infosystems 

Marketing Manager 

Location: Bangalore 

Job ID: 9938751 

Description: 5 -6 years of experience 
Marketing and sales. 


Omnitech InfoSolutions Ltd 

Key Accounts Manager 

Location: Bangalore 

Job ID: 10922274 

Description: Must have experience in 
team leading position & managing tear 
dynamics. 


'» And click the "Go" buttoi 


EMPLOYERS ARE WAITING FOR YOU. 


er.com and get the right job right here 








Syntel Limited 

Financial/ Business Analyst 

Location: Pune 

7 Job ID: 10575180 
Description: Knowledge of Mutual Funds, 
Capital Market, and Reconciliation is must. 


Capital IQ 

Fixed Income Pricing Analyst/Manager 
Location: Hyderabad 

Job ID: 10856107 

Description: Responsible for supporting 
the US, EMEA & APAC pricing desks in 
determining the market value of products 
within the assigned fixed income sector. 


:apital IQ 


Divin of Standard & Poor's 


Deloitte Touche Tohmatsu India Pvt Ltd 
Taxation - Manager 

Location: Gurgaon 

Job ID: 10942801 

Description: Conduct entry and exit 
consultations with expatriates, Ensure that 
both the employer and its internationally 
mobile workforce are tax compliant etc. 


)eloitte. 


Thomson Reuters 
Manager - Corporate Tax 
ÉD onset itm Location: Bangalore 
Job ID: 10909280 
Description: Direct and Indirect Tax 
advisory support for Thomson Reuters 
India and offshore entities. 


To apply for above jobs logon to www.monster.com 
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Oracle 

Financial Analyst/Senior Financial A nalyst 
Location: Bangalo re 

Job ID: 10746950 


Description: Management reporting on a 
weekly, monthly & quarterly basis, 
Expense forecasting - it suggests expense 
forecast to the country based finance 
management etc. 


Jobzebra 

Head / GM - Finance 

Location: Bangalore 

Job ID: 10908274 

Description: A Chartered Accountant wit h 
18 to 20 plus years of experience. 


Crossing dimensions 


Leapahead Global Manpower 


Accountant 
A Location: Bangalore 
leap ahead Job ID: 10768696 


Description: Candidates should have 
secured minimum 50% in their graduation, 
XIIth $ Xth (All Full time). Should have 
good exposure to MS Office Applications 
(MS Word, MS Excel, MS Outlook) 


RBS India Development Centre (P) Ltd 
Financial Controller 

Location: Delhi, Gurgaon 

Job ID: 10929827 i 

Description: Finance Graduates, Finance 
Post- Graduates, MBA, CA, ICWAI, CFA, 
any other finance qualifications with 
minimum experience of 2+ years going up 
to 10+ years. 


žá RBS 


The Royal Bank of Scotland 


> Type the Job ID in the "Search Jobs" box >> And 
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Trouble Brewing 


urdeep Singh 

Chadha — “Ponty” 

to those who nod 
at and fear him — is not an 
easy man to know. Many 
say the tax raids on 
Chadha's 25 offices and 
houses in Delhi. Lucknow 
and Moradabad, which 
vielded a reported X100 
crore, if not more, are an 
indication of his political affiliations. His 4,500- 
acre Wave City in Uttar Pradesh — just one of many 
real estate projects — has gone from strength to 
strength under Mayawati's government in the past 
live years. His sugar businesses in Uttar Pradesh 
and Punjab have grown 106 per cent in the last 
four years, according to his company's website. 
Such growth would be impossible to achieve 
without deep political interweave, especially in UP, 
where sugar is a major election issue. 

Wave Infratech, the real estate arm of 
Chadha's Wave Inc. group. has denied reports that 
cash was seized from a mall owned by him in 
Noida, UP. Wave Infratech says that group compa- 
nies have been paying taxes regularly and meeting 
other statutory requirements. 

Wave Inc., set up 49 years ago by Chadha's 
father, Kulwant Singh, started out as a small 
sugarcane processing business. Today. besides 
sugar factories, the group owns multiplex cinemas, 
paper mills, bottling plants, power plants, and real 
estate projects from Hyderabad to Mohali. Chadha, 
who is disabled in both arms, is among North 
India’s most powerful liquor barons. He has 
distilleries in UP and Punjab, and the Mayawati 
government has granted his group sole 
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distributorship for liquor 
and three sugar mills. 

Alongside whispers of 
his deep political ties 
across party lines, from 
Punjab Pradesh Congress 
President Amarinder 
Singh to Samajwadi Party 
President Mulayam Singh 
Yadav, is the buzz that 
Ramesh Pokhriyal 
Nishank was removed from his post as chief min- 
ister of Uttarakhand on grounds of corruption 
alter mega hydropower projects were awarded to 
Chadha's company. 

"It almost seemed like laws were drafted to fa- 
vour this man,” said a source in the bottling indus- 
try. Wave is one of Coca-Cola's nine bottling fran- 
chisees. Chadha, the story goes, can bend the law 
not just for multi-crore projects. but also for lesser 
things. When 11 crore went missing from his 
Jalandhar office in 2005, Chadha's clout ensured 
that police worked non-stop. and the culprit, a 
security guard, was caught within 24 hours. 

As he has risen to wealth and influence, many 
of his former friends have become foes, including 
some close family members. He and his brothers 
have serious disagreements about his style of 
business. His rise began when Yadav was chief 
minister of UP — it was the Samajwadi Party chief 
who inaugurated the Wave multiplex in Lucknow. 
But when Mayawati stormed to power, Chadha 
won favour with the Bahujan Samaj Party gov- 
ernment. And now, with early indications of a 
regime change in Lucknow, raids on Chadha ter- 
ritory do not seem surprising. 

SHWETA PUNJ and ANILESH S. MAHAJAN 








Historic Swansong 


Two days after he and a brother judge handed down a blistering verdict in the Centre for Public Interest Litigation & 
Others vs Union of India & Others case, cancelling 122 telecom licences and severely indicting a former minister 
now a jailbird, Justice ASOK KUMAR GANGULY was at peace in his study at home, behind a desk piled with paper 
and books, listening to Rabindra Sangeet on a laptop. It was a sunny Saturday afternoon. The quiet Ganguly ha 
turned 65 the day before: perhaps that explained the slice of cake that came with the tea. He had just retired Irom 
a judicial career that has won him huge respect and admiration. Earlier, in his farewell speech, he had thanked his 
orderly, whose job was to help him into and out of his judicial robes and hold his chair, and said that vestige o! 
colonialism irked him. He had had a very busy final month: his name was on 27 judgments in the four weeks 
ending with the 2G sledgehammer. Now the driveway to his Lutyens bungalow was deserted. At the end ol 
February he will repair to Kolkata, where he has an ancestral home, and where his son is a practising lawy: 
his daughter teaches English. An honest to goodness life indeed. 
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New Connections 


Changes are afoot at the top of Bharti. 
ATUL BINDAL, who until recently 
headed the domestic mobile operations 
of the country’s largest telecom service 
provider, is leaving after over a decade, 
to head the Asia and Africa operations 
of Silicon Valley doyen Vinod Khosla's 
Khosla Ventures. GOPAL VITTAL, on 
the other hand, makes his way back 
to Airtel after three and half years, 
as Director, Special Projects, quitting 
Hindustan Unilever, where he was 
Executive Director, Home & Personal 
Care. In his previous stint at Airtel, 
Vittal was the Chief Marketing Officer. 
KUSHAN MITRA 
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TRUE SHADES 


Shailesh Rao 
New VP, Twitter 


Tweet 
Dreams 


Having set uj 
business in 
it lor lour ve: SH AILES 
RAO, 40, is | 
search giant 
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Setting Standards 


With over two decades of banking experience across diverse markets behind him, SUNIN 





KAUSHAL starts a new innings as Standard Chartered Bank's Regional Chief Ex 
India and South Asia. Kaushal replaces Neeraj Swaroop 
now be Regional Chief Executive for South East Asia (exc! 
Singapore). In his previous stint as the bank's CEO ii 
Taiwan, he successfully led three major integrations. @ 











Leaderspeak 






























SHRIDHAR SUBRAMANIAM 


President, Sony Music Entertainment, 
India and Middle East : 


My leadership style 

El Delegative 

@ Participative 
E Authoritative 
EB All of the above 


The political leader | admire the most 
Nelson Mandela 


The business leader | admire the most 
Steve Jobs 


The leadership lésson | remember 
the best 


Have faith in people and throw 
them into the deep end early on 


A book | would recommend on 
leadership 


The Power of Positive Thinking 
by Norman Vincent Peale 

The difference between a manager 
and a leader 

A leader has the ability to move j P | 
and inspire people. A manager EM 
has the ability to get things dogm, 


All good: managers are good leade[s 


No 


As told to Anusha Subramanian 
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G 
WORLD CLASS 


FACULTY 


FROM PURDUE UNIVERSITY, 
GEORGIA TECH, 
OAKLAND UNIVERSITY, 
ARKANSAS STATE UNIVERSITY 
& NATIONAL UNIVERSITY SINGAPORE 


JOINING GALGOTIAS UNIVERSITY 


IN THE COMING ACADEMIC SESSION 





GALGOTIAS UNIVERSITY'S RESEARCH-DRIVEN EDUCATI! 
ACADEMIC EXCELLENCE AND INTERNATIONAL PEDAGO 
DR AWS THE FINEST GLOBAL ACADEMIC TALENT. 


It’s happening! Galgotias University is almost reversing the brain 
academic minds that have driven huge research projects, headed | 
| : i 
established the academic reputations of universities in the USA are ı 
| 
| 


Thinking Quotient at Galgotias University to a whole new level ol 


Thinking Quotient - that unique quality which every Galgotias student develops The 
when a meritorious and diligent student body is superbly taught by a world-class fa 
globally benchmarked set of teaching pedagogies, world-best educational practices 
never-before, industry-guided learning experience. 


At Galgotias University, we believe that the powerful combinati 
course content & tie-ups along with the unparalleled input providec 
teaching faculty will enable every Galgotias student to exci 


beyond qualifications and exams 


Thinking Quotient at Galgotias University. It's the difference bet 
ordinary education and the knowledge that you are equipped i 


to succeed in life. 


www. galgotiasuniversity.edu.in, 
0120-4370000, 4513999 UNI 


MN THAN uw! admiccinne(@calootiasuniversitv.edu.in 


THINKING | GALGOTIAS UNIVERSITY, Greater Noida. ( A GALGOTIAS 
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SUB-ZERO TEMPERATURES. 
ANALYSING GLACIAL MOVEMENTS. 


NO TIME FOR COLD FEET. | 


THE LENOVO" THINKPAD” IS BUILT TO TAKE ON ANY CHALLENGE. — 
REASON WHY THE 
RELIES ON IT FOR ITS CRITICAL MISSIONS. 


Passes 8 military-grade tests m uS 


Built-in innovations like Active Protection 
and spill-resistant keyboard  . = 


Boots up in under 10 seconds with R II Boot T T 
Powered by 2nd gen Inte] processor: y 
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ThurkP aud 
No.1 


NOTEBOOK FOR WWW.LENOVO.COM 


LARGE ENTERPRISES 


corpsales@lenovo.com 
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LOW ON GAS 


How the Petroleum Ministry is reining in Reliance Industries 





UP, BIHAR: A STUDY — DIVERTING FORD INDIA: TAIL [| 


Seattle. 
3rewed fresh daily. 


Fly Emirates daily to Seattle. 


It's a high-tech hotbed. The birthplace of 
grunge music. But Seattle is probably best 
known as the coffee capital of the Northwest. 
So drop in for a cup or two at the land of latt« 
and enjoy our daily award-winning service 
en route. Discover more at emirates.com/in 


Flight No. Depart Dubai Arrive Seat 
EK 229 09:50 13:50 


Flight No. Depart Seattle Arrive Duba 
EK 230 17:25 18:55+1 


Schedule valid from 11th March to 5rd November. 2012. 


Fly Emirates. Keep discoveri 


USL TL 
DR 1 | 


WAR EI 


Our American destinations: Buenos Aires, Dallas, Houston, Los ES New Vork, Ri Vork, Rio de Janeiro, San Francisco, Sao Paulo, Seattle, Toronto 





Air Transport World 2011 Airline of the Year. For more information, contact your travel agent or call Emirates, 24 hours a day 
Book online on emirates.com/in Discover frequent flyer benefits at skywards.com 
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ACTIVE DEFENSE COMPLEX +i 


SEA MINERALS & BLUE LOTUS EXTRACTS "Sty 


Rediscover the re-energized life with Fiama Di Wills Men's Shower Gel and 
Bathing Bars. Exotic ingredients keep you refreshed all day long, fight against 
germs and give gentle care for tough skin. So get ready to rejuvenate yourself! 


Like us on: & www.facebook.com/fiamadiwillsmer 
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From the Editor 


here are times when we at Business Today chafe at being a fortnightly. 

There is so much happening in business and the economy that we story- 

tellers are fit to burst. It is not just what vou see in the printed magazine 
— our website www. businesstodag.in is up to nearly a million page-views. Our 
tweets and podcasts are gathering ever more followers. It is natural for us now 
to shoot web video clips while speaking with Anybody Notable in business. 

This issue is swollen with superb content, and our cover story on Mukesh 
Ambani illustrates the new paths that BT is beating. His troubles with the 
Petroleum Ministry over Reliance's gas fields in the Krishna-Godavari basin 
are like a burr in his sock — a prickly annoyance at every step. This story is as 
much about deep-sea exploration as it is about how a giant like Reliance 
Industries, which pulled all the right levers in both pre- and post-reform India. 
can start to have just too much sand and water getting into its pipes. figura- 
tively speaking. It illustrates the attention to accuracy. balance. detail and 
narrative that we excel at, as well as our tenacity — Special Correspondent 
Anilesh Mahajan pieced together the puzzle over weeks with help from senior 
editors. Enjoy reading it from page 66. 

Another businessman who has adroitly played 
government, politics, regulations and public perception 
like a harp and had a rollicking good time at it is in 
even deeper water. Vijay Mallya (page 28) is looking 
like the King of Poor Times: can he pull Kingfisher 
Airlines out of its nosedive? 

Large chunks of our ‘mind space’ are taken up by 
big events, and the government's annual Budget is 
truly like an assault on Everest — lots of base camps. 
sherpas carrying in demands and requests from the 
praja to the raja (okay, | mean North Block), the gusts 
and blizzards of economic stress (have we ever gone 
into a Budget feeling buoyantly happy?) capped by a 
90-minute peroration from the peak. It is actually a 
gripping tale, and Senior Editor Sanjiv Shankaran and 
Deputy Art Director Rajat Baran Chakravartty would have done us proud at 
last month’s Comic Con in Delhi with their colourful narration from page 
148. Do not for a moment think that we are flippant, though. I was privileged 
to moderate a spirited, two-hour brain-storming at our offices when we 
gathered five of the best economic brains in the nation led by former finance 
minister Yashwant Sinha. You can read their often tart recipes for Pranabda 
(Last Chance to Get It Right, page 78) and the meaty pre-Budget package that 
follows. Not a week earlier, | was in Mumbai debating why more women do 
not become leaders in technology at the NASSCOM Leadership Forum with 
three fellow panellists (see Associate Editor Goutam Das's story on page 32). 
By the way, Goutam's stream of reports from the conference on our website 
at /ifttp://qoo.gl/crOlT drew a lot of eyeballs, 

The seventh and final round of voting in India's most populous state will 
take place only after we hit the news stands. Special Correspondent Manu 
Kaushik foraged across Uttar Pradesh to bring vou some old-fashioned "shoe 
leather hits village dirt track" reportage on a huge chunk of our political 
economy (page 36). Just in case you think we are short-termist poll-watchers, 
don't miss Executive Editor Suveen Sinha's Bihar chronicle on page 41. 

Frankly, there is so much to read and view this fortnight that vou ought 
to first browse our Contents pages. Senior Editor Anand Adhikari casts his 
gimlet eye over unscrupulous promoters who misuse IPOs, and Senior Editor 
Suman Layak draws the curtain aside on corporate fraud. There's more. Lots 


more. Go on. 


chaitanya.Kalbag@intoday.com 
www.businesstoday.in/editor 
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In the midst of the Kingfisher crisis. 
Indian airlines innovate on the 
low-cost model. © 
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PL SÉ o LL ee 
5:5; SMART READER CONTEST 


Answer this simple question by March 25 and get a chance to win a Reebok bag. 


Which senior RIL official did Petroleum Secretary G.C.Chaturvedi recently refuse to meet 
because he had not taken an appointment? (3) Bibhas Ganguly (b) P.M.S. Prasad (c) Ravi Bastia 


m 


Correct answer to last issue's question: 
What is ITC's attrition rate at senior levels? (a) Around 5 per cent 
Winners: Saket Kumar (Kolkata), Xavier Joseph (Chennai), Anshuman Singh (Rewa, MP) 






*Conditións arlu 





MS BTQ «space» a, b or c (your answer) to 52424 or Email vour answers with contact details to win& businesstoday.in 










Vinners were chosen by random selection from 112 correct responses 
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Indian cities have seen int redible growth in the last few vears. More he smoother and mio 
people are pouring into the cities every day, putting the existing advanced infrastructure syster 
infrastructure under tremendous pressure But cities like Mumbai and air travel a pleasurable experier 
Bengaluru are finally finding the balance between growth and that are livable and sustainabli 


livability. With the help of Siemens propulsion and electrical systems, 
passengers on Mumbai's local trains are discovering that journeys can 


siemens.com/answer: 


CONTENTS 


Quick takes on major events of 


COVER BY KAPII MARCH/18/2012 the last fortnight 
VOLUME 21/NUMBER6 


Patent Spotlight NON 


ET 


18 | Iran Worries >» | 
COVER STORY 22 |Graphiti: CFOS 


Taming Reliance Hope for the Best — — 
Mukesh Ambani's Reliance Industries has 
come up against a tough taskmaster in 
Petroleum Minister S. Jaipal Reddy 
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Losing Colour P 

If Kingfisher Airlines goes bellytup*” , 
the government will hurt too, — « 

not just Vijay Mallva * 


32 | Bostoned Y 
Political pressure and local business 
imperatives are forcing Indian IT 

companies to hire more Americans 


UP the Down Staircase 

Resentment is rife among UP's voters 

over the mismanagement of government 
schemes and widespread corruption of 1 
the last five vears 
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41 | Miles to Go... 

All the indicators for Bihar are up, but 
the state is still at the bottom of key 
development indices 
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Panel discussion on the options before the finan 
minister as he finalises Budget 201 2 
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The Budget needs to create incentives for inves 
ment. If not, growth will slow down further 
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Pranab Mukherjee has to balance multiple intere 
while finalising the tax proposals 





Not What They Promised 
How unscrupulous company promoters 
use IPO funds for things not mentioned in 


Sudhir Kapadia, National Tax Leaders, E&\ 
54 | New Funds to the Rescue 

Investment funds are still coming into real 
estate, but the rules of the game have 
changed following the slowdown 


59 | The Battle Against Fraud 

[n its first India Fraud Survey, E&Y finds 
that companies are keen to detect corrup- 
tion, but they do not act when they find it 
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Ford India is changing the way its 
parent functions 
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An account, in graphic form ot the 
Budget preparations 





112 Slowcoach 
Stiff competition from the big boys has 
halted the march of Indian handset makers 


119 | Fortune in the Woods 

Mendha Lekha, the first village to be 
granted community forest rights, earned 
11 crore from selling bamboo last year 
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LO Letters To The Editor 





Top Employers 

Your cover The Best Companies to 
Work for (March 4) was timely 
what with the annual appraisals in 
full swing. For any employee, 
money and job satisfaction matter 
the most. No surprises here. Your 
annual survey was comprehensive 
and very well put together. I was a 
bit surprised, though, that Infosys 





^THE BEST 
COMPANIES 
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Ours is the largest film industry in 
the world so why should we look 
at Hollywood for inspiration? In 
fact, it should be the other way 
around. Thanks to the likes of 
Eros, Hollywood is now looking 

at the lucrative market that 
Bollywood has become lately. 
Kudos to Eros's dynamic brothers, 
Kishore and Sunil Lulla, and here's 
hoping more will follow suit. 


Vikram Nath 
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Turbulence: Kingfisher Airlines is battling on many fronts - huge debt, cancellations, 
and mounting weariness from the government and public (see Losing Colour, page 28) 


Corporate 


The ripple effect of the Supreme 
Court's cancellation of 122 





telecom licences is still being felt. 
UAE telecom operator Etisalat 
has decided to shut down 
operations in its Indian joint 
venture with DB Group. It has 
also sued DB Group's Shahid 
Balwa and Vinod Goenka for 
fraud. Etisalat holds 45 per cent 
stake in Swan Telecom, which 
has been renamed as Etisalat 
DB. Earlier. Bahrain Telecom 
decided to exit the country by 
selling its stake in S Tel. On the 
same spectrum note, Norway's 
Telenor will sever ties with 
Indian partner Unitech. 


The maker of BlackBerry 
smartphones, Research In 
Motion, has finally set up its 
server in Mumbai. The 
government has also asked 
Yahoo and Gmail to route all 
emails accessed from India 
through servers in India. 
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US President Barack 
Obama has proposed 
that firms shipping jobs 
overseas should be 
denied tax breaks and 
tax benefits should go 
to firms that generate 
jobs within the United 
States. According to 
Obama, this move will 
not only bring back jobs 
to America but will also 
strengthen America's 
manufacturing activity. 
The Indian IT sector, 
which gets 60 per cent 
of its export revenue 
from the US, has come 
out strongly against 
the US moves to stop 
outsourcing. 





Reliance Brands, a unit of the 
Mukesh Ambani-led Reliance 
Industries, has entered into a 
joint venture with America's 
Iconix Brand Group to launch 
20 fashion and lifestyle brands in 
the country. The JV group —- 
Imaginative Brand Developer 
India — will have a vast portfolio 
of brands in India, including 
Waverly, Ed Hardy, Peanuts, 
Mossimo, Cannon and Ocean 
Pacific. 


The Anil Ambani-led Reliance 
Communications has inked 
agreements with three Chinese 


banks for refinancing its debt of 


, 


around 15.825 crore raised 
through foreign currency 
convertible bonds. Fitch Ratings 
has forecast that at least 20 per 
cent of the $7-billion FCCBs - 
mostly from the IT ( 34 per cent) 
and pharma ( 30 per cent) sectors 
this year face default risk as 
investors demand funds, due to 
languishing stock prices. 


The US airline industry 
has sued the Export 
Import Bank, alleging that 

the latter's decision to 
provide a loan guarantee 
of $3.4 billion to Air India, 
to help it buy 30 aircraft 
from Boeing, would hit 
US airlines. 


Rupert Murdoch is 

being sued again. The 
wife of former British 
Prime Minister Tony 
Blair, Cherie Blair, is 
taking on the media 





mogul's News 
International for phone 
hacking. News 
International has settled 
27 civil actions, and paid 
out to 21 other victims 
of phone hacking. 


p Google's $12.5 billion 
acquisition of Motorola 
Mobility has got 
approvals from US and 
European regulators, 
marking its foray into 

the hardware business. 
Google will buy 
Motorola's 17,000 
patents and 7,500 patent 
applications, helping 

its Android software 
compete with Apple Inc. 


Samsung Electronics 

is spinning off its 
unprofitable LCD unit. 
The spun-off company 
may merge with the 
mobile display venture 
that makes OELD panels. 


Economy 





Is the worst over for the Indian 
economy: The Prime Minister's 
Economic Advisory Council, 
headed by C. Rangarajan, has said 
the economy could grow at 7.5 to 
eight per cent in the next financial 
year, It is banking on moderate 
inflation and improvement in the 
investment climate. India's first 
national measure of retail inflation 
showed consumer prices rising 
7.65 per cent in January from a 
year ago. The rise in urban areas 
was higher at 8.25 per cent than 
in rural areas, where it was 7.38. 





West Bengal Chief Minister 
Mamata Banerjee was at the 
forefront of CMs who opposed the 
formation of the National Counter 
Terrorism Centre, claiming it 
trampled on the rights of the 
states. The opposition came at the 
wrong time for the Centre, which 
is trying to forge a consensus on 
policy measures such as opening 
up the retail sector to foreign 
supermarkets, pension reforms 
and compensation for the loss of 
revenue on account of the 
reduction of the forthcoming 
Goods and Services Tax (GST), 
rate from four to two per cent. 


11.9% 


Projected average salary 


increment for employees 


in India this year, as 
compared to 12.6 per 
cent hike in 2011. The 
estimated increment in 
India is the highest in 
the Asia Pacific region, 
followed by China at 
9.5 per cent and the 
Philippines at 6.9 per 
cent, according to a 
survey by Aon Hewitt. 
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India's rank among 178 
most exposed and least 
resilient countries to 
global risks, according 

to a study by Maplecroft. 
The other BRIC nations, 
Russia, China and Brazil 
have been ranked 

30th, 58th and 97th, 
respectively. The study 
noted that BRIC nations’ 
strong economic growth 
in the last four years 

has not translated into 
better societal resilience. 





Markets 


High prices have hit jewellery 
demand in the October to 
December quarter, leading to a 
significant decline of 44 per cent 
in gold imports in India. 
According to the World Gold 
Council, India imported 157 
tonnes of gold against 281 tonnes 





during the same period a year 
ago. Total imports last year rose 
to 969 tonnes from 958 tonnes in 
2010, as purchases in the first 
half offset reduced buying later in 
the year. 


The Bombay Stock Exchange 
has launched the first environment 
friendly index, BSE-Greenex. 
Companies on the index include 
Tata Steel, SBI, L&T, ICICI Bank, 
Tata Motors, Sun Pharmaceuticals, 
NTPC, Dr Reddy's Labs and HDFC. 
The index will 


facilitate the 
development of green financial 
products, including mutual funds, 
ETFs and structured products. 
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Coming Up 





The Reserve Bank of 

India is expected to 
mull reduction in cash 
reserve ratio to ease 
tight money conditions 
at its credit policy meet 
on March 15. 


About 700,000 visi 

tors, 260 exhibitors 
from 30 countries are 
expected at the Geneva 
Motor Show from March 
B to 18. Carmakers will 
showcase 140 models 


The World Bank's 

executive directors 
are slated to pick the 
next president on April 
22. The frontrunners tc 
succeed Robert Zoellick 
include Lawrence 
Summers, former 
economic advisor to 
the US president, US 
Secretary of State 
Hillary Clinton and 
Bank of Israel governor 
Stanley Fischer 
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Patent Spotlight 


Seven years into the product patent regime, affordable access to some 
lifesaving drugs remains an issue. By MANASI MITHEL 


14 BUSINESS TODAY March 18 2012 


ore than 80 per cent 

of affordable medi- 

cines used to combat 

IIV, the virus that 

causes acquired immunodeficiency 

syndrome (AIDS), in developing 

countries comes from India. Home 

to the highest concentration of mak- 

ers of generic drugs, the country has 

been a global source of cheap medi- 

cines. Generic medicines are copies 

of drugs or brand name counter- 

parts originally innovated by other 
companies. 

The epithet of an ‘affordable 
drug source’ — for medicines for AIDS 
to cancer to cardiac ailments — could 
come up for closer scrutiny depend- 
ing on the fallout of the case in the 
Supreme Court of Novartis versus 
Union of India, Cancer Patients Aid 
Association and others, the final 
hearing of which is set for March. 
The case follows Swiss MNC Novartis 
moving the Supreme Court challenging the grounds on 
which its patent application was rejected under the 
Indian Patent Law by the Indian Patent Office for its 
cancer drug, Glivec. 

The medicine, with global sales of some $4.7 billion 
(323,500 crore) in 2011 for the Swiss drugmaker, has 
tested India's patent laws like no other drug. Novartis 
says the latest version of the drug increases drug efficacy 
by 30 per cent but rivals say the basic drug molecule, 
imatinib mesylate, was patented in the early 1990s and 
therefore does not qualify for patent protection under à 
law that came into force in 2005. The country's patent 
tribunal had rejected protection to the drug, used to fight 
leukaemia and stomach tumours, on the grounds that it 
is not compatible with patent laws. 

Glivec enjoys patent protection in over 40 other 
countries. The drug is available in India for 11 lakh for a 
one month therapy: patients typically may need it for five 
or six vears if not more. The company claims bulk of it is 
made available either free or at a hugely subsidised price. 
A generic version of glivec, sold by Hyderabad's Natco 





Figures in 1 per patient per month 
Source: BT Research 


Pharma and branded veenat, 
launched before Indian law changed 
in 2005, sells for around 17.500 tor 
a one month therapy. 

Niche cancer drugs by other 
multinationals, including some non 
patented, are in the similar price 
range. Roche, a leading player in the 
oncology space. for instance, which 
recently cut down the price ot her- 
ceptin, a medication used in breast 
cancer treatment, still sells it lor 
under €1 lakh per vial and the total 
treatment, depending on the dose 
and severity. could cost close to 
115 lakh. 

The hearing in the Novartis case 
may last for days, if not weeks, giving 
everyone enough time to chew over 
some critical questions. Will India 
change the way it grants pharma- 
ceutical patents? Will it redefine the 
parameters on which a patent is to 
be granted? Will access to affordable 
medicines become more difficult? Or. in the least, will 
drug MNCs get the clarity they have been seeking: 

At a broad level, little or nothing has drasticalh 
changed on the Indian pharma landscape since 2005. 
when the country switched to a 'product patent regime 
that allows patent protection to individual medicines 
instead of limiting rights of patent holders to protection 
over the process used to make the drug. The earlier prix 
ess patent’ was porous and it was easy to develop copycat 
drugs with minor tweaks to the manufacturing process 

There has been the argument that India is gradually 
seeing the entry of monopoly drugs at prices that the aver- 
age Indian may not afford. In a November 201 1 working 
paper, Sudip Chaudhuri, a professor at Indian Institute ol 
Management Calcutta, has analysed what he calls "The 
MNC behaviour after the re-introduction of product pat 
ents in India". (See Pill Power.) He says: "Between 1995 
when India signed the TRIPS agreement and 2010, 150 
new drugs have come into India, of these 35 have MN 
monopoly. meaning sold by only one MNC company and 
many of them are lifesaving and expensive." He expects 
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this number to increase as many others 
are under patent and are in the process 
of getting marketing approvals. (TRIPS 


refers to the Trade Related Aspects of 


Intellectual Property Rights global 
agreement sealed in 1994.) 

Indian generic drugmakers argue 
that the government is doing little to 
deal with the issue of access to afforda- 
ble medicines. "We are in a sense selling 
our soul to the multi- 
nationals as we are 
likely to see many life- 
saving drugs that are 
outside the price con- 
trol coming into India. 
This has already 
started as we are seeing 
monopoly drugs enter- 
ing India and there will 
be many more by 
2015." says Y.K. 
Hamied, Chairman and 
Managing Director of 
Cipla, among India's 
top three drugmakers. 

Hamied, a long- 
time critic of monopoly 
by drug MNCs, expects 
the situation to get 
even worse in terms of 
access to low-cost med- 
icines. “What is even 
more disturbing is the 
India-EU free trade 
agreement. What they 
want is not TRIPS but 
TRIPS Plus,” he says. 

The only way out 
for India, says the Cipla 
chairman, is to put in 
place ‘a pragmatic compulsory licensing 
policy’ that would allow a company to 
copy any drug and pay the patent 
holder a royalty of, say, four per cent. 
India today has a compulsory licensing 
clause but the procedure is long-winded 
and domestic drugmakers complain lit- 
tle comes of it. Such arguments focus on 
affordable drugs access for 800 million 
Indians who live on incomes of less than 


16 BUSINESS TODAY March 18 2012 








13,000 a month. But they do not ade- 
quately address how Big Pharma com- 
panies that spend billions of dollars on 
develop a new drug will recoup invest- 
ments. The lucrative upside before 
generic drug makers under compulsory 
licensing is also glossed over in such 
opinions. 

MNCs say they have channels open 
to ensure affordable delivery of their 
patented drugs, some- 
times even free of cost, 
to the needy. Novartis's 
GIPAP — short for Glivec 
International Patient 
Assistance Program - 
has distributed glivec 
medication valued at 
more than $1.7 billion 
to patients prescribed 
the drug since the pro- 
gramme started in late 
2002, the company 
claims. Roche runs a 
women's cancer initia- 
tive called Pravas to 
provide better access to 
its herceptin drug for 
women below the pov- 
erty line. 

"The argument that 
there is a flood of 
monopoly drugs enter- 
ing the country is not 
true," insists Kewal 
Handa, Managing 
Director, Pfizer Ltd, the 
Indian unit of the 
world's biggest drug- 
maker by sales. "In fact, 
in the last seven years, 
only 14 patented drugs have entered 
India and they have a market share of 
only around 0.05 per cent." Others also 
point to how MNCs are pricing their 
drugs lower in India. Merck & Co., for 
instance, sells its diabetes drug januvia 
in India at a price much lower than its 
US market price. € 
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Iran's threats to disrupt global oil supply are spurring prices, 
and India has little wiggle room. By ANILESH S. MAHAJAN 


rude oil prices are back above the 

pain threshold, with Iran threatening 

to block the Strait of Hormuz in re- 
taliation for pressure from western countries 
over its nuclear programme. One-fifth of the 
oil consumed globally passes through the 
strait, which is just 50 km at its narrowest 
point. On February 24, Brent crude crossed 
$124 a barrel. This is enough to give most 
countries a headache, but for India, where 
oil accounts for two-thirds of the import bill, 
the pain will be worse. 

In the 2011 Budget, Finance Minister 
Pranab Mukherjee 
estimated that the 
average price of the 
Indian crude basket 
would be around 
$95 per barrel. But 
the reality has turned 
out worse, at $108. 
The Finance Ministry 
has already 
compensated oil 
marketing 
companies (OMCS) 
such as IndianOil, 
Bharat Petroleum 
and Hindustan 
Petroleum with a 
150.000 crore 
subsidy. But under- 
recovery by these 
companies on the 
sale of diesel, 
kerosene and liquefied petroleum gas has 
already crossed 21 trillion (a trillion equals 
100,000 crore). Petroleum Minister S. Jaipal 
Reddy is pushing for more assistance from 
the Finance Ministry, but sources say it is 
unlikely to happen. “I have asked the 
Finance Minister to help OMCs with losses on 
petrol, but I have not got any assurance,” 
says Reddy. Now crude prices could derail 
the Finance Ministry's plans. 

India consumes some three million bar- 
rels of oil daily, of which about 80 per cent 
is imported. More expensive oil would fuel 


Arabia 
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A fifth of the world's oil passes 
through the Strait of Hormuz, and 
Iran's threat to block it has pushed 
prices above $124 a barrel 


another round of inflation and slow growth. 
In the last quarter, the GDP growth rate was 
at 6.9 per cent. “Oil prices are a big factor in 
inflation management, and for the fiscal 
deficit and macroeconomic stability," 
says Reserve Bank of India Governor 
D. Subbarao. 

The Finance Ministry is casting about for 
ways to fund education and food security 
programmes, but unfortunately. there 
seems to be no end in sight to the Iran 
row right now. Even raising money by 
divesting stakes in public sector units is not 
an option — poor market 
conditions ensured that 
the government could 
only raise 11,145 crore 
in this way, compared to 
a disinvestment target of 
140,000 crore. 

Anis Chakravarty, 
Economist at Deloitte 
Haskins & Sells, says: 
“There is no way the 
government can accom- 
plish its target of lower- 
ing the fiscal deficit to 
_. 4.6 per cent. Our esti- 
4 7 mate is that they would 
be able to reach 5.5 per 
cent." He adds that the 
government needs to 
look for ways to stabilise 
India's dependence on 
imported energy re- 
sources, and to reduce the subsidy burden. 

OMCs are seeking succour and may get 
“forced” discounts from upstream compa- 
nies such as GAIL, Oil India Ltd and ONGC, as 
they have before. “We haven't yet worked 
out the subsidy-sharing formula, but will do 
it soon,” says a senior Petroleum Ministry 
ollicial. "Right now we are asking finance 
ministry to help us." In the first week of 
March, alter polling for the seventh round 
of elections ends in Uttar Pradesh, the 
boards of the three public sector OMCs are 
scheduled to meet to raise petrol prices. ¢ 
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"The finance minister should work 
extremely hard to see that the Goods and 
Services Tax is passed during the next 
financial year. The other major thing he 
needs to do is to ensure disinvestment.” 


Adi Godrej, Chairman of the Godrej Group, and President-designate of cn, 
l g j 
speaking on CNBC-TV18 





There is no way we can bring 
inflation down without sacrificing 
some growth. That sacrifice needs 
to be short-term, so that our 
medium-term growth becomes 
more sustainable." 















D. Subbarao, Governor of the Reserve Bank of India. 
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IT CAN GO THE 
AIR INDIA WAY.” 


linesh Trivedi, Railway Minister, 
speaking to PTI 
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some energetic ‘get going’ stimuli as 
it battles with the triple whammy of 
depleting order books, broken cash 

cycles and high debt leverage.” 


Vinayak Chatterjee, Chairman of Feedback Infrastructure, 
in Business Standard 
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5 STEPS 
TO HERE 
SAHARA, BCCI 


How optimistic are you about 
your company's propects this year 
compared to last year? 





FIGHT & MAKE UP 


June 2001 


Sahara becomes sole 
corporate sponsor of 
Team India for three 
years paying around 
1100 crore. 
Sponsorship extended 
to 2005, and then 
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for four more years £ P 
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May 2010 


Wins sponsorship 
rights till Dec 2013 
with its bid of 






Cem, 


13.34 crore 
per cricket match, 
UO ie How do you expect your 
; industry to perform this year 
r compared to last year? 
March 21, 20.9% 
2010 0.3% 


Acquires IPL team 
Pune Warriors for 
11,702 crore as the 
highest bidder at the 
IPL auction that year 


February 4, 
2012 


Breaks all ties with 
Board of Control for 
Cricket in India, saying 








Considerably better 
Somewhat worse 
No change 


HOPING 
FOR THE BEST 


Graphic t by Santosh Kushwaha 
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it feels let down. A 
BCCI set to lose Despite the gloomy economic scenario, top CFOs remain optimistic, S 
ee says a Deloitte India survey exclusive to Business Today readers = 


February 16, 
2012 


Sahara returns as 


sponsor of Team India, 


all differences with 
BCCI sorted out 
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These are tough times for business, and understandably, most chief 
linancial officers' appetite for risk-taking has weakened. Taxes are also a 
concern. Yet a sizeable number of the 300 surveyed — from a range of 
companies — felt that both their companies and the industries they were 
in would continue to perform well. 
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Ajay Piramal is getting serious about diversifying his 
business interests. Piramal Healthcare has agreed to 
acquire an additional 5.5 per cent stake in Vodafone India 
from ETHL Communications Holdings (Essar) for approxi- 
mately 33,007 crore ($606.2 million). The deal marked 
Essar Group's complete exit from its joint venture with 
Vodafone Group. After the transaction, Piramal's holding 
in Vodafone India will increase to approximately 11 per 
cent and it will get a seat on the company's board. Piramal 
intends to fund the transaction by borrowing approxi- 
mately 31,800 crore from mutual funds and using its cash 
reserves for the remainder. The company considers the 
acquisition a short-term investment (one to two years) 
and expects returns to range between 17 per cent 

and 20 per cent. Piramal expects to exit either 

through an IPO by Vodafone or by selling 
its stake back to Vodafone, which 
has the first right to buy it. 


TARGET ACQUIRER DEAL VALUE ( CR) 





Ernst & Young is a leading M&A advisor in India. The data is based on media 
reports and company announcements. Any decision on the basis of this 
information should be taken only after professional advice. Business Today or 
E&Y do not take any responsibility with regard to such a decision. 

*January 12, 2012 to February 13, 2012 Not a complete list 
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Follow Rule, 
Win Prize 


It is a regular sight in Delhi: 
empty overhead footbridge, 
while beneath, people dart 
across roads full of traffic, 
risking their lives. For the 
second time, the Delhi police 
have begun a lucky draw to 
restrict jaywalking. 
Policemen in plain clothes 
have been posted at select 
footbridges handing out 
coupons to those who use 
them, some of which will win 
15,000. Yes, the locations 
are a secret. 





Vintage Delights 
A 1963 Ferrari 250 GTO 
became the second most 
expensive car ever when it 
was recently sold for £20.2 
million (1157.6 crore). British 
businessman Jon Hunt, who 
acquired it four years ago for 
£15.7 million, passed it on to 
a buyer whose identity is a 
secret. The most expensive 
car ever sold is a 1936 
Buggati Type 57SC 
auctioned in 2010. 


May Ma Durga Help 
The airport at Durgapur - 
actually located 20 km 
outside the town, at Andal - 
scheduled for completion last 
year, will now be ready only 
in early-2013. First, a dispute 
between the promoters, 
Bengal Aerotropolis Projects 
Ltd, and Coal India, whose 
officers will use the airport 
most, stalled work for a year. 
Even now, only 1,818 of the 
2,300 acres needed have 
been acquired. 
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Deadly Sticker 


The 'sticky bomb' used in an attack in New Delhi on an Israeli diplomat's car on 
February 14. setting the vehicle aflame and injuring its occupants, was the first such 
used in India. What the sticky bomb is all about: 


Definition: It is an explosive charge covered with some adhesive which, thrown at 
or pressed against an object, sticks to it until it explodes. It is triggered remotely. 
usually using a cell phone. In West Asia, where it has been widely used by insurgent 
groups, it is known as 'obwah lasica'. 


Composition: A sticky bomb usually contains nitroglycerine mixed with an acceler- 
ant and some shrapnel material. It has a magnet attached, or is covered by an adhe- 
sive. It is light and small enough to be concealed in a person's palm. 


History: Early versions of sticky bombs were used in World War II, when they were 
also known as ‘limpet mines’. Booby traps sprung during the prolonged insurgency 
in Northern Ireland often employed them too. But their most widespread use has been 
in Iraq since 2007, in terror attacks on the coalition forces that took charge following 
the ouster of Saddam Hussein. 
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£g Kingfisher Airlines goes belly up, the government 
will hurt too, not just Vijay Mallya. r 
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anuary 2006: on board a 

Kingfisher Airlines Airbus 

A320, the Chairman of the 

airline, Vijay Mallya, launches 

business class. In his usual 
style, he names it Kingfisher First. As 
the assembled journalists tuck into 
lobster and caviar, he talks with an 
insouciant air about wiping out the 
competition. At that time, competi- 
tion meant Naresh Goyal's Jet 
Airways, the first choice of business 
travellers. The statement turns out to 
be the first of several flip-flops by 
Mallya, who had started Kingfisher as 
a single-class premium airline. 

A few months later, at the Paris 
Air Show, Mallya orders five Airbus 
A380 aircraft — the largest in the 
world. In May 2007, Airbus's first 
A380 touches down in India. Mallya 
takes the high and mighty of New 
Delhi and Mumbai on joyrides. When 
he finds time to speak to the media on 
board, as the champagne flows. he 
promises the moon. There will be 
non-stop flights between Bangalore 
and San Francisco, he says, and 
Kingfisher will be one of the world's 
top airlines. Forget Naresh Goyal, 
Mallya says he has Emirates, the 
Dubai airline, in the cross hairs. 

Perhaps the heady mix of cham- 
pagne, the backing of politicians 
such as former civil aviation minis- 
ter Praful Patel, businessmen bud- 
dies such as Gautam Singhania of 
the Raymond Group, and an army of 
yes-men in his company spurred 
him to target an airline known for its 
service and punctuality. Ironically, 
a few years later, Jet and Kingfisher 
flirted with each other, albeit unsuc- 
cessfully in the end. 

But at the time, passengers were 
having a blast. Kingfisher gave each 
passenger a complimentary kit — a 
pretty red plastic case containing 
headphones, a pen and other goodies. 
The food was excellent. The flight 


safety demonstration featured Czech- 
born model Yana Gupta and was 
shown on seat-back entertainment 
screens, which were a novelty at the 
time. Mallya assured passengers that 
he ‘personally’ hired the air-host- 
esses. Model Deepika Padukone, who 
was not as famous then as she is to- 
day, became the airline’s brand am- 
bassador. Her image was plastered on 
billboards across India. 

But Mallya's political friends 
could not always help him out. 
Denied the opportunity to start inter- 
national services before completing 
the mandatory five years of service, 
Mallya went hunting for another 
airline which had international flying 
rights. His bid to buy Air Sahara was 
thwarted by Goyal, who bought the 
carrier for 11,450 crore in April 


Banks effectively own 
75% of the airline, 
and the impact on 
their books could 

be devastating if 

Kingfisher goes under 





In Trouble: Vijay Mallya 


2007. In December 2007. Mallya 
turned his attention to ^ir Deccan 
India's first low-cost carrier started by 
G.R. Gopinath in 2003. 

Deccan was bleeding money anc 
on the verge of being bought by Anil 
Ambani, as Gopinath reveals in his 
autobiography. At the last minute 
following an emotional phone cal 
from Mallya to Gopinath — the latte 
later recalled that the conversation 
was in Kannada — Kingfisher bought 
Deccan, and eventually reverse 
merged itself with the low-cost cat 
rier, acquiring its international rights 

Mallya, who cut his teeth in the 
alcohol business, often likens himsel! 
to Richard Branson, the flamboyant 
owner of Virgin Atlantic. But. in thi 
airline business, as one inside! 
quipped: "Branson uses flamboyanc 
as a promotional tool; Mallya uses il 
as a Management style. 

Since Kingfisher began, thre 
chief executives have come and goni 
and the latest holder of the unen: 
able job, Sanjay Aggarwal, has r 
portedly found a way out as well 

That Kingfisher Airlines was ii 
trouble should have been evident t: 
anyone who has looked at the air 
line's books: not a single profit-mak 
ing quarter since inception, the debt 
burden rising vear after year and ai 
nual interest payments topping 
11.100 crore in 201 1. 

However, Mallya can hardly ! 
accused of not being astute. Much ol 
the airline is funded with bank loan 
totalling more than 17,000 cror: 
even after a consortium of privat: 
and public sector banks converted 
1750.09 crore of debt into a 7 
per cent stake in the airline in mid 
2011. With Mallya pledging mor: 
than 90 per cent of his 58 per cen! 
stake in the airline, the banks elle 
tively own over three-fourths of the 
carrier. With bad loans already rising. 
especially in the infrastructure sector 


March 18 2012 BUSINESS TOI Y 29 


ANAND SINHA 


id 


E 
b 


À 


Total Debt — ANN. | 
T Accumulated Losses i 


27,05 7.08cr ] | 26,000cr 


J 





Shrinking 
Numbers 














— Number f 10,51,346 
une assengers June 1I 
10,447 7,59,613 


Nov. 1I Nov. 1l 


7775 










———— - - - - w a m x. x ox o o o - -- -- ^ o —- - - - e -——— ooo ot on — — 


Falling Market Share 
16.7% 






€ 


baa a a a a REITOR OTTOA" 


Take-off Trouble 





M 3 4 28 
e Mle AMA S 63 
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Source: DGCA Registry Enquiry. 
"Includes VT-VJM, Vijay Mallya's private Airbus Corporate Jet 
# After lease returns, Kingfisher has only 58 aircraft left 
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the impact on the banks’ books would 
be devastating if Kingfisher were to go 
under. “Forget bailing out Kingfisher, 
the banks are bailing themselves out." 
Says a government official. 

The first sign of trouble for the 
airline came in mid-2008. The 
merged entity of Kingfisher and 
Deccan had become the largest Indian 
carrier with a 27.5 per cent share of 
the market. and passenger numbers 
were booming. Despite this, the airline 
did not take delivery of five Airbus 
A340-500 ultra long-range aircraft, 
even though domestic air travel was 
growing 30 per cent a year. The 
European manufacturer, left holding 
a billion dollars worth of aircraft, was 
livid. In fact, Kingfisher has more 
than 90 aircraft on Airbus’ order 
books, but not one has been delivered 
to it since 2008. 

Kingfisher has said this was be- 
cause the recession in the United 
States and rising fuel prices made 
non-stop flights unviable. But rival Jet 
Airways has enjoyed profits on its 
India-North America routes, and 
even loss-making state-owned carrier 
Air India makes money on non-stop 
services to New York and Chicago. 

"Kingfisher's problems are not 
external; they're internal,” says Nikhil 
Vora, Managing Director, IDFC 
Securities. “It is an extremely lever- 
aged company, and the cost structure 
of the business itself is very high." 

Neeraj Monga, Executive Vice 
President at Veritas Investment 
Research, whose report of September 
last year said both the airline and its 
parent UB Holdings were on the verge 
of bankruptcy, says the airline's strat- 
egy was flawed. “The business plan 
was not well thought out." he says. 
“Kingfisher was to be a luxury airline 
in a country where price is the key 
characteristic." Kingfisher's bet on a 
luxury model runs opposite to the les- 
sons of low-cost carrier IndiGo and Jet 
Airways' move to increase low-cost 
oflerings on domestic routes. 

On a recent flight between Delhi 
and Mumbai, passengers hooted 
when Mallya's welcome video came 


on. Entertainment screens do not 
work on many planes, and the food is 
abysmal. Many corporations have 
advised or ordered empk »vees to avoid 
Kingfisher to avoid the perceived risk 
of delavs and cancellations. 

Mallya has been blaming the 


Employees are 
furious about not 
being paid, but say 
that everyone is not 
disheartened yet 


media for giving his airline a bad pl 

name. In December, he stormed out al i 

of a press conference when asked paid. but 

uncomfortable questions. Other than period if they have not been paid. As ned 

the occasional moderated show on for the future of the airline, Bharat hen thi 

television, Mallya remains ensconced Bhushan, who tore into its executives Kingfisher 

in his multi-million dollar home on for over two hours on February 20 would clea 

Mumbai's Napean Sea Road. says: “They have an approximation 'O; But | 
Unpaid for three months, pilots of a plan. befor | 

have been resigning en masse. Kingfisher, which still has 63 basei 

IndiGo. which also has A 320s. has aircraft registered in its name, accord who ha 

been poaching happily. Signing bo ing to DGCA, excluding two privat J 

nuses of 115 lakh no doubt help helicopters. has seen five aircralt ri Mallva 

things along. It has also been adver- turn. Two A321s were recently re 'het 

tising to hire cabin crew. turned to Wells Fargo Bank in the US time lor h 
The Director General of Civil Filippo Bagnato, Chief Executive really are n 

Aviation (DGCA), E.K. Bharat of regional aircraft maker ATR. said ) ition. H 

Bhushan, sees no reason lor pilots to publicly in Toulouse. France. that 

adhere to the usual one-month notice Kingfisher had missed pre-deliver Send your col 
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BOS TONED 


Political pressure and local business imperatives are forcing 
Indian IT companies to hire more Americans. 
By GOUTAM DAS 






















etween hectic parleys with customers and presenta- 
tions at Nasscom's India Leadership Forum in 
Mumbai, Helen Huntley takes a few minutes off for 
some coflee and conversation. "Farmshoring is on 
the rise," says the Vice President of research at mar- 
ket intelligence firm, Gartner. Huntley, who spoke at the software 
lobby's flagship event, is referring to a new trend among 
American companies. Wary of outsourcing jobs, they have be- 
gun setting up operations outside metropolitan areas in the 
United States, where labour is cheaper. Milford, a suburb in 
Cincinnati, Ohio, is one such place. In a presidential election 
year, when US unemployment is still high, at over eight per cent, 
farmshoring is resonating well with the American public. 
Clearly, the sustained rhetoric against outsourcing by US leaders 
on both sides of the political divide is taking effect. 
That political pressure, combined with a stringent visa re- 






Indian IT companies may have to 
year to avoid losing out on lucrative 





gime, is also forcing large Indian IT firms to hire more locals. 
Currently, there are around 25,000 US nationals and Green 
Card holders working for Indian IT companies, estimates 
Mohandas Pai, former board member and HR chief of Infosys. 
That is a tiny fraction of the industry's 2.8 million workforce. 
But the number is set to rise — Indian companies may have to 
hire about 10,000 Americans every year or lose business op- 
portunities, say industry watchers. 

Tata Consultancy Services (TCS) has already begun ramping 
up its headcount. Since 2009, it has increased hiring in the US 
by 200 per cent. The firm has created 4,700 jobs thus far, of 
which 2,200 are short-term hires. In January, it opened a centre 
in Santa Clara, California, indicating that more hiring is on the 
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way. Infosys employs about 2,000 US citizens. The majority — 
about 1,200 — was recruited last year. The firm is looking to hire 
another 1,500 in 2012, says board member V. Balakrishnan. 

The others are doing likewise. HCL Technologies has already 
announced plans to create 10,000 local jobs in Europe and the 
US over the next five years. Cognizant plans to hire people from 
25 American campuses this year. Wipro does not reveal US 
personnel numbers, but sources within the company say it 
employs close to 3,000 US nationals. 

In part, all this is happening because changes in the US visa 
regime have hit the industry hard. Many Indian employees 
have been denied L-1 and H-1B visas. L-1 visas are used to trans- 
fer employees with 'specialised knowledge' into the US while 
H-1Bs are used to send coders on temporary projects. 

According to the National Foundation for American Policy. 
a public policy research body based in the US, denial rates for L-1B 


hire about 10,000 Americans every 


business opportunities in the US 


visa petitions filed with US Citizenship and Immigration Services 
rose from seven per cent in fiscal year 2007 to 27 per cent in fiscal 
year 201 1. L-1B visas are a sub-category of L-1 visas. In addition, 
63 per cent of L-1B petitions in 2010/11 were temporarily denied 
or delayed. Denial rates for H-1B visa petitions increased from 1 1 
per cent to 17 per cent between fiscal years 2007 and 201 1. 

Ganesh Kalyanaraman, attorney with The Chugh Firm. 
says his company has seen a 25 to 30 per cent drop in H-1B 
visas cases since 2008, with Indian IT companies filing far fewer 
applications. Law firms are engaged by service providers to 
ensure compliance with US regulations. 

"Two top-tier players could not execute critical projects in 
the December quarter because H-1B permits were not processed 





GETTING PROTECTIVE 


April 2009: Senators Richard 
Charles Grassley introduce the | 
Visa Reform Act’, seeking to limit | 
number of H-1B and L-1 worker: 
nv's workforce. It fails on the Ser 


May 2009: Criticising the US | 
President Barack Obama say J 
code that says you should pay lowe! 
you create a job in Bangalore, Ir 


you create one in Buffalo, New ! 


Aug. 2010: Senator Charles S 
Infosys a “chop shop" (a place w 
cars are dismantled and their pari 


Aug. 2010: US-Mexico Borde! 
which seeks to finance bordet 
through higher visa fees, passed 
charges rise by $2,000 per appli 


Sept. 2010: Ohio Governo 
proposes a ban on offshorir | 
ment IT projects and other back-o! 


Sept. 2010: Nine Senators ii 
Creating American Jobs and End Of 
Act’. The Bill fails 


Dec. 2011: Representatives Tii 
David McKinley introduce the Ul 
Call Center Worker and Consumi 
Act’. It requires BPO agents to di 
location and can penalise US ca 
failing to report any offshoring 


Jan. 2012: US Vice Presider 
calls for more "insourcing of jo! 
an Indian call centre employee 
during a speech in New Hampst 
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For a more detailed report go to 
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Mid Jobs 


WHAT WILL MAKE THEM STAY? 


Women constitute more than 30 per cent of the Indian 
IT industry's workforce. However, only about five per 
cent are in leadership positions. Many drop out at the 
mid-level, when they become mothers, or when their 
lile priorities change. As a result, the industry loses some 
ereat talent. 

BT and Nasscom organised a roundtable on the issue 
at the recently concluded India Leadership Forum. The 
panellists — Aruna Jayanthi, CEO of Capgemini India: 
\vinash Vashistha, Chairman and MD of Accenture 
India; and Darcy Antonellis. President of Technical 
Operations at Warner Bros — debated over how to im- 
prove the “pathetic” numbers. Business Today Editor 
Chaitanya Kalbag moderated the roundtable. 

“Sometimes, it is a matter of breaking biases people 
have; not just men but even women themselves,” said 
Vashistha. Why not link a manager's, or for that 
matter, even a chairman's pay to the number of women 


in senior positions, suggested Kalbag. "Some level of 


targets will help. But there need to be checks and 
balances," responded Jayanthi. Such a move could open 
the floodgates for poor talent if managers just want a 
bonus, she warned. 

M Warner Bros, high-potential women are made to 
manage projects with chairman-level visibility. said 
\ntonellis. "This has helped them feel confident about 
their abilities and learn to communicate better.” 

\ll the panellists agreed that the industry was open- 
ing up to the idea of giving women flexible work 
options. That could see more of them rise to senior posi- 
tons in coming years, 








Talking HR: (from left): Darcy Antonellis, Aruna 
Jayanthi, Avinash Vashistha 
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Resentment is rife among Uttar Pradesh's voters over the mismanagement of 
government schemes and widespread corruption of the last five years. 






hen the residents 
.. of Lala Mau 
“ Mawai, a 
village 60 km 


7 


northwest of Lucknow. 


learnt in January last year that Chief 


Minister Mayawati would be visiting 
them soon, they got busy. Theirs 


was an ‘Ambedkar village’, or one of 


the 19,000-plus villages in Uttar 
Pradesh selected for rapid, integrated 
development under the Dr 
Ambedkar Gram Vikas Yojna — the 
flagship welfare scheme of the state 
government. Begun in 1991, the 
scheme is aimed at villages where 
more than half of the residents are 
Dalits, or belong to scheduled castes. 
The scheme gained traction only 
alter Mayawati became chief minis- 
ter for the first time in 1995, She set 
up a separate department in the ru- 
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By MANU KAUSHIK 


ral development ministry to run 
it and has pursued it vigorously dur- 


ing each of her four stints as chief 


minister. 

Despite this, Lala Mau Mawai. 
included in the select band of villages 
from January 2010, had seen little 
change. The angry among the 
village's 700 residents decided — fear- 
ing the officials accompanying 
Mayawati might prevent them from 
speaking freely to her — to scraw! 
their complaints over every village 
wall so that she just could not miss 
them. What followed? Local officials 
embarrassed by the graffiti quietly 
deleted Lala Mau Mawai from the list 
of villages Mayawati was to visit. The 
chief minister never came, but the 
police began to harass those who had 
planned the unique protest. 

One of them was Ram Prakash, a 


farm labourer, who had to stay away 
from home for days to elude the po- 
lice. "They threatened my family 
with dire consequences," he says. 
"Given the wretched lives we lead, 
how could they have made things 
worse?” He holds forth eloquently on 
the quality of life in the village. "None 
of the houses has electricity," he says. 
"We have no water for irrigation. The 
nearest health centre is 10 km away. 
We were promised one in the village, 
but it was never set up. Local officials 
never listen to us. Whenever we want 
anything done, they ask for bribes. 
There are schemes to help people like 
us, but corruption and inefficiency 
have ruined them." 

Itis a similar story in many other 
Ambedkar villages: acute water 
shortage, frequent power cuts, 
dilapidated roads. In 2009, 
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Mayawati herself acknowled 


scheme had not met her 
tions, and directed governn 
cials not to select any nux 
that year, but instead to 
funds earmarked to improve t 
already chosen. 

Other welfare schemes. ii 3 
Central ones such as the | 
Gandhi National Rural ES 
Guarantee Scheme UMGNREGS | 
hardly fared better, b. y 
MGNREGS we are suppose 
payment within 15 days: 
often we are paid after thre 
months, and thai too less ti 
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= dent of Sakhan Raj putan 

3 Unnao district, 65 km from 

5 Raju, who has enrollec 

> MONREGS for tl 

= covered last year that 

= had been issued i in his name. 

> muster roll is never brought 

= work site to —— attendar« 

> says. "This allows officials to : 
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Paying the price: Ram Pr ish 
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Short-changed: Raju, MGNREGS 


labourer in Sakhan Rajputan 


village, with his mother. He has 
to wait endlessly for his payment 


times, but no one listens.” 

The biggest scam during 
Mayawati's rule, of course, has been 
the misuse of National Rural Health 
Mission (NRHM) funds allotted to the 
state, which the Comptroller and 
Auditor General's preliminary find- 
ings in October last vear estimated at 
around 15,000 crore, and which the 
Central Bureau of Investigation is still 
probing. The case has taken sinister 
turns with five people, including two 
chief medical officers of the state, who 
were allegedly involved, being mur- 


dered or dying mysteriously. Again. 





a separate audit by the Union Health 
Ministry in July last year found the 
state health ministry had bought 779 
ambulances at a cost of 354.56 crore 
using NRHM funds, but 620 of them 
remained parked in the manufac- 
turer's yard, 

What does this mean on the 
ground? Take the community health 
centre at Bharawan village of Hardoi 
district, in Sandila assembly constitu- 
ency, 60 km north of Lucknow, 
which covers nearly 300 villages. It 
ought to have four specialist doctors 
- in medicine. surgery, paediatrics 


Could Do Much Better 


Uttar Pradesh lags on most social and economic indicators 


BB Uttar Pradesh 





POPULATION 
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19.96 
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(2010/11) 


8.08% 
14.8% 


(BIHAR) 


63 
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INFANT MORTALITY RATE 
PER 1,000 LIVE BIRTHS (2009) 


(ALL INDIA) 


and gynaecology — 30 beds, as well as 
an operation theatre, a labour room, 
an X-ray machine, a pathology labo- 
ratory and an ambulance. It has just 
two general physicians, six beds and 
virtually none of the other facilities. It 
helps deliver around 200 babies each 
month. “When the number of preg- 
nant women exceeds the number of 
beds, we tell the families to either go 
away or to occupy any space they 
can find on the premises,” says Dr 
Sushil Kumar, who heads the centre. 
"If any of these are emergency cases 
we refer them to the nearest other 





LITERACY RATE 
(IN %) 


69.72 
93.91 


(KERALA) 


facility available — a community cen- 
tre, which is 20 km away. We have 
no ambulance, so the families have to 
use private vehicles to get there." 


s assembly elections drew 

close — the state's 403 con- 

stituencies went to the polls 
in seven phases through February — 
Mayawati did try to salvage the situ- 
ation. In the last seven months, she 
has sacked 21 of her ministers, five of 
them after they faced criminal 
charges. Sixteen were removed after 
the poll dates were announced. But is 
it a case of too little, too late? “The 
state government is completely dis- 
connected from the people.” says Ajit 
Singh, Civil Aviation Minister and 
chief of the Rashtriya Lok Dal. which 
is contesting 46 seats, most of them 
in Western UP. 

However, that may be too sweep- 
ing a judgment. Mayawati inherited 
a mess when she took over in 2007. 
The law and order under her prede- 
cessor, Mulayam Singh Yadav, was 
in poor shape, the economy at a 
crawl. Gross domestic product (GDP) 
growth averaged around five per cent 
annually in the first half of the last 
decade. "Except for passing the Fiscal 
Responsibility and Budget 
Management Act in 2004 which 
improved the fiscal indicators, the 
Mulayam government did little to 
attract investments," says Ajit Kumar 
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Singh, Director, 
Girl Institute of 
Development 
Studies (GIDS), 
Lucknow. 

Law and or- 
der, most main- 
tain, has improved, 
while the GDP 
growth was a re- 
spectable 8.04 per 
cent in 2010/11. against the all 
India figure of 8.4 per cent. “We've 
worked at the ground level.” says 
Abdul Mannan, Sandila's sitting 
MLA, who was formerly Science and 
Technology Minister in Mayawati's 
Cabinet. On health care too, he in- 
sists the situation is better than be- 
fore. “Almost 90 per cent of our 
people are covered by the state's 
medical facilities." On power cuts. he 
advises patience. "Power-related 
initiatives in the state were taken up 
only in the past five years," he says. 
"From 5,700 megawatts (MW) in 
2007, we are now producing 8,900 
MW." The Bahujan Samaj Party 
(BSP) government has also raised 
minimum wages for rural workers 
from 162 to 1100 per day. 

sugarcane growers are happy 
with the government too. Rakesh 
Sharma, who grows sugarcane on his 
18.7 acre farm in Shamli, in Prabudh 
Nagar district of Western UP, com- 
mends Mayawati for setting the state 
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administered price (SAP) 
for sugarcane 
minimum price af 
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a at 1240 per 
quintal for the cur- 
rent financial year, 





price (FRP) of 3145 a quit 
by the Centre. "The state governr 
understands our situation much be 
ter than the Centre," he says. 
per quintal cost is around 1180. 
can we sell at FRP rates?" Whi 
farmers rejoiced, sugar mill c 
were so riled that the Easter 
Sugar Mills Association conteste 
price in the Allahabad F 2. : 
calling it “unreasonably high". On 
February 10, however. the court 
ruled that the $ SAP was "neither ex- 
cessive nor unreasonable | 
Overall, the state's performance 
on social and economic parameters 
has — no — che 
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ver six years from 2004/05 to 
2010/11 — which inci 
three vears o A i ula 
Singh Yadav s regime — UP's ave 
GDP growth rate was 7 7.0 ll per 
according to Planning Commission 






PERCENTAGE 
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State of neglect: A woman having 
given birth just two hours ago, 
sitting outside the health centre 
at Bharawan village, central UP 


data. During the same period, simi- 
larly ‘backward’ states like Bihar av- 
eraged 10.9 per cent growth, Orissa 
9.47 per cent and Jharkhand 9.45 
per cent. For three consecutive years 
during this period, the overall Indian 
economy grew at more than nine per 
cent. “Actual conditions at the grass- 
roots have not improved,” says Singh 
of GIDS, “To an extent, the increase in 
public investment and agricultural 
output have helped UP's growth. But 
largely the overall growth in the 
country was a big pull factor for the 
state economy.” 

Badri Narayan Tiwari, social his- 
torian and anthropologist at 
Allahabad's G.B. Pant Social Science 
Institute, agrees. “Barring a few mega 
projects such as the Yamuna 
Expressway from Noida to Agra, the 
Ganga Expressway across the state 
and some power projects, there has 
been a complete policy paralysis dur- 

ing Mayawati's tenure,” he 

» says. "The misappro- 
priation of funds in 
the delivery of cen- 
tral schemes 







has also cur- 
tailed devel- 
opment." 
Mayawati 
has cer- 
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What Voters 
Are Discussing 


e Poor governance, 

policy paralysis 

e Corruption, especially 
relating to the National 
Rural Health Mission and 
the national employment 
programme (MGNREGS) 

e Mayawati’s consolidation 
of her Dalit votebank, the 
massive allocations for 
the Special Component 
Plan for Dalits 

e Law and order situation 
is better than under 
Mulayam Singh Yadav, but 
unemployment is still a 
major problem 


AAPA eee ee eee eee Cee eee 


tainly been generous in providing 
development funds for her core vote 


bank of Dalits, who make up a fifth of 


the state's population, during her 
government's five-year tenure. The 
state's Special Component Plan (al- 
location — funds set aside exclusively 








for the scheduled castes — increased 
from 15,329.19 crore in 2007/08 
when she took over to 19,722 crore 
in 2011/12, which is 20 per cent of 
the state's total plan expenditure for 
the financial vear. This covers the 
Ambedkar villages as well as numer- 
ous other welfare programmes aimed 
at the Dalits. Though questions have 
been raised about how much of this 
largesse actually reached poor Dalits, 
this core is expected to remain loyal 
to her. But how the remaining four- 
fifths will vote is the question. 
Mayawati won the last Assembly 
election in 2007, partly due to the 
voter's exasperation with the poor 
law and order situation in the Yadav 
regime. And partly because of the 
broad coalition her party forged with 
groups which had traditionally 
stayed away from it: the Brahmins 
and other upper castes, sections of 
the Muslims and the extremely back- 
ward castes. Will Mayawati retain 
the loyalties of these other groups 
this time round? “The BSP is likely to 
get seats only where its candidates 
have strong local connections and in 
Dalit-dominated areas,” says histo- 
rian Tiwari. € 
Send your comments to 
editor.bt@intoday.com 


Engineering Program at 

SRM University, Kattankulathur Campus 
has been accredited by the 

Engineering Accreditation Commission of 


ABET, USA 
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Our commitment to quality in education has been rewarded, yet again. India Today, The Education Times 
and Zee TV - DNA rank SRM University as India's No.1 Multiple Stream Private University. Everyday we strive 
to bring global exposure to our students with cutting-edge curriculum, international faculty and world class 
facilities at SRM University. We know that when we focus on bringing out the best in our students, we will be 
known for quality. Because at SRM University quality is a habit and ranking is virtue. 
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SRM University becomes the 
No.1 Private University to place 
2336 students just in 10 days. 





Top 175 companies are visiting us with 
attractive pay packages. IBM | Oracle | Amazon 
Deloitte | EBay | Nokia | Panasonic | Hyundai | Ford 


2336 


PLACED 


ON CAMPUS 
JUST IN 10 DAYS 
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SRM University becomes the 
No.1 Private University 
to launch a Nano-Satellite 


SRM University becomes the first private university to 
launch a Nano-Satellite SRMSAT along with megha 
tropiques satellite, on board PSLV-C18 launched by 
ISRO on October 12, 2011. 


The SRMSAT is now at 865 km earth-orbit monitoring 
green house gases, carbon-di-oxide and water vapour in 
the tropics. 


Our students also made the nation proud by creating an 
award winning Green Airplane design at NASA, USA. 





ani ii it 
wil iil Me The team of SRM University who have designed, developed 


| yi and launched the SRMSAT 
mi Wil 







Kudos to SRM team and thanks to ISRO and NASA. 
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Contact: The Director (Admissions), SRM University, 


Ni Ha SRM Nagar, Kattankulathur — 603 203, — 
r P. " Kancheepuram Dist, Chennai Area, Tamil Nadu, India. * — 
Ph: +91 44 2741 7400 / 2745 5715 / 2745 3433 b: F 
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JALA QLA Bihar 


MILES TO GO... 


All the indicators for Bihar are up, but the state is still at 
the bottom of key development indices. 
By SUVEEN K. SINHA 


GOOD NEWS 


Per capita income growth 8.5%: 
mong the best performing states 


BAD NEWS 


2] percentage point decline in 
nfant mortality since 2005 
highest among states 


Literacy improvement 16 
percentage points since 200; 
096 higher than national average 


Fiscal deficit down to 3 per cent 
from 6 per cent a decade ago 


Share of capex in govt spending 
3t 2096 from the rock bottom 

of less than 896 per cent 

in 2004/05 


Prospering: A bird's eye 
view of state capital Patna 








anjeev Gupta, after he 


his favourite drink, 
Royal Stag, begins to 
have a hazy dream 

involving home-cooked 
food and two Boleros. When he 
wakes up, he rushes to join the taxi 
lane at New Delhi's Indira Gandhi 
International Airport. The cab he 
drives, a battered, yellow-and-black 
Maruti Omni, earns him enough to 
buy at least a bottle of Royal Stag a 
week. But ever so often, at times even 
at the wheel, Gupta is besieged by 
visions of his family home in 
Gopalganj, near Bhagalpur, in Bihar. 


has imbibed some of 


And two Boleros. 
In his early thirties now, Gupta 


came to Delhi 12 year ago — one 


among tens of thousands regurgi- 
tated every month by overflowing 
trains from Bihar, fleeing unmitigated 
chaos and seeking livelihood. Now all 
he wants to do is take the train back. 
"Once I have saved enough to buy 
two second-hand Boleros from 


Punjab. I will go back," he says. The 
rugged Mahindra vehicles will give 


him a healthy income. "Once money 
comes, I will find avenues to invest 
There is enough to do in Bihar now. 
This is Nitish Kumar's rule." 


Since that rule started on October 


25, 2005. it has 
tions. Kumar be 

at a time when | 
decade and a hal! 

in one wav or t! 
Prasad, had beei 
Even in capital Patna 
ol formidable king 
master strategists lik 
lessness ruled. Kid 
to the extent that B 
Prakash Jha. wh: 
dusty town on th 
der, made a film 

to be modest 

those who could 


tled for a Zen. Litt 
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opment took place. Travellers began 
to measure the roads not in kilome- 
tres but in hours. For college stu- 
dents, it was not uncommon to finish 
their three-year graduation in five, as 
examinations were held late. Schools 
did not have teachers. The few teach- 
ers that were there, practised another 
trade on the side. 

A point came when news of cor- 


ruption involving top functionaries of 


the government no longer raised 
eyebrows. The spin-off of the south- 
ern part of the state into Jharkhand 
in 2000 doused whatever hope was 
left. The southern part, with its abun- 
dant deposits of iron ore and coal, 
drew whatever capital still came to 
the state. The division left agriculture 
as Bihar's dominant source of in- 
come, with some trading activity and 
some basic services like travel and 
hospitality. Naturally, those who as- 
pired for more fled the state and 
sought their fortune in Delhi. 
Mumbai — right up to California. 
Some of them - like US-based 
Cradle Technology's Chief Operating 
Officer Ramesh Yadav, social entre- 
preneur Satish Jha and STAR India 
Chief Executive Uday Shankar — were 
back in Patna over February 17 to 19 
to attend the somewhat pompously 
named Global Bihar Summit 201 2. 
They had to jostle for space on stage 
and off it with industrialists Kumar 
Mangalam Birla and Analjit Singh, 
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On the high road: A newly built 
flyover in Patna. CM Nitish Kumar 
has built 13,322 km of new roads 
and 3,648 bridges 


and K. V. Kamath, who as Chairman 
of ICICI Bank and 
Technologies, is among the country's 
most successful managers. Two of the 


Infosys 


top regulators, Reserve Bank of India 
Governor D. Subbarao and Securities 
and Exchange Board of India 
Chairman U.K. Sinha, also came. So 
did global citizens like World Bank's 
Country Director Roberto Zagha and 
UNDP's Caitlin Wiesen. It was like the 
world had turned up to verify what it 
had read and heard about this new 
Bihar Kumar was building. 

They were not disappointed. 
Beginning his tenure with the dra- 
matic pledge of “governance, govern- 
ance and governance”, Kumar has 
made the state unrecognisable. He 
embraced one of the principles enun- 
ciated by Kautilya, and iterated some 
2,000 years later by Adam Smith, 
that a secure and peaceful environ- 
ment, where economic transactions 
are protected by the rule of law. is the 
key to robust development. He set up 








a Special Auxiliary Police comprising 
10,500 freshly retired army person- 
nel. The conventional police force 
was made visible again by recruiting 
20,000 constables and 2,000 sub 
inspectors. He set up fast-track courts 
which have convicted nearly 66,000 
criminals since 2006. He resurrected 
government hospitals, pushing up 
the number of patients arriving from 
two a day to 40. He appointed some 
248,000 teachers and made sure 
they attended school. This sharply 
reduced the percentage of children 
not attending school. Kumar has 
already built 13,322 km of new roads 
and 3,648 bridges. 

Bihar became the first state to 
fully implement the Right to Public 
Services Act, capping the time taken 
to issue a driver's licence at 30 days 
and a ration card at 60. So a govern- 
ment ollicer cannot demand a bribe 
by delaying these things. Corruption 
anyway fell with a crackdown that 
saw the house of a bureaucrat being 
confiscated and converted into a 
school. All corruption cases have to 
be concluded within a year. In 
Kautilya’s prescribed environment, 
trade is flourishing as people are 
pounding the roads and filing into 
eateries. Families are thronging the 
first mall and multiplex built in Patna 
by the man who made the movie on 
kidnapping. Some of them come in 
Corollas and some stay on to watch 





A Fortune 500 Company 


“In whatever we do, 
our aim is to be the best 
in the world - always." 


Tonnie Krijger — Software Development Engineer, Netherlands 
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in Excellent Company. 





ADP Inc. is one of the world's giants in 
computerized business solutions. We 
have a blue-chip global client list, and an 
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33310343, Bihar 


the late-night shows. 

All the economic indicators are 
up. The Gross State Domestic Product 
(GSDP) has been growing at an aver- 
age of 1 1.4 per cent every year since 
2005/06, compared to 3.5 per cent a 
year in the five years to 2004/05. 
The fiscal deficit is down to three per 
cent from six per cent a decade ago, 
and per capita income has been gal- 
loping. Tax revenue growth has aver- 
aged 25 per cent in the last five years. 
In a highly symbolic event reported 
by news agency Reuters last year, 
hundreds of thousands of illegal arms 
seized by police were melted and 
turned into agricultural tools. 

What is more, after his first term 
ended in 2010, Kumar returned to 
power with a landslide victory, leav- 
ing no one in doubt that “govern- 
ance, governance, governance” 
could also spell political triumph. His 


44 BUSINESS TODAY March 18 2012 





` RJIYTÍL: Jr C 
4m UNDA gi 


z 


TIF. 
| "Ae —) 


7 des 


Big change: Workers take a break 
at a brick kiln near Patna (top); 
students ride their bicycles, which 
they got under a bicycle scheme 
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béte noire Prasad — the two began 
their public lives together with 
Jaiprakash Narayan's “Total 
Revolution" in the mid- 1970s — finds 
himself in the political wilderness. 
Kumar's other rival, Ram Vilas 
Paswan, who once declared that he 
held "the key to Bihar". last made 
news when his son made his forget- 
table Bollywood debut. 

"When people had stopped think- 
ing of Bihar, Biharis have on their 
own bounced back," said Kumar at 
the inaugural session of the summit 
and drew thunderous applause, and 


> 








two piercing slogans, from the 1,500 
people who had packed the Sri 
Krishna Memorial Hall in the heart of 
Patna. However, Kumar said some- 
thing else at the same session, which 
went largely unnoticed. Addressing 
Nepal Prime Minister Baburam 
Bhattarai, the chief guest at the sum- 
mit, Kumar said he was looking at 
the head of the government in the 
Himalayan state for guidance be- 
cause “the path ahead of us is very 
tricky... a difficult and uphill climb.” 

Which it is. All the buoyant indi- 
cators have not lifted Bihar out of the 
morass of poverty and underdevelop- 
ment. Its per capital income is the 
lowest in India. Growth in wages and 
employment is slower than the na- 
tional average. The National Sample 
Survey Office says there has been no 
decline in poverty since 2005-06. 
Urbanisation is just 1 1 per cent, com- 


pared to 28 per cent for India. And 
then there is power, or the lack of it. 
"Bihar is an extremely power-deli- 
cient state with per capita consump- 
tion of just 100 units, compared with 
the national average of about 770 
units. Without power, no heavy in- 
dustry can be set up." said Kumar 
Mangalam Birla at the summit. 

The lack of industrialisation 
shows up in the credit-deposit ratio 
for banks in Bihar, which is less than 
35 per cent, compared to the national 
average of close to 75 per cent. "The 
challenge for the state is to ensure 
that there are bankable schemes,” 
said RBI Governor Subbarao. There 
has been development, but a lot it led 
by schemes of the Centre. Bihar 's 


own revenues as a percentage of 


GSDP have actually fallen from seven 
per cent a decade ago to about five 
per cent. The state was third from the 
bottom in UNDP's latest human devel- 
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opment index. “Nitish Kuma 
done remarkable things to turn 
around a state everyone thought was 
a basket case. But it is still so far be- 
hind. Business as usual will take it 
20-30 years to catch up with the 
national averages. To do it sooner, 
say in 10 to 15 years, the state must 
grow at 14 to 15 per cent,” says 
Sudipto Mundle, Emeritus Professor 
at the National Institute of Public 
Finance and Policy in New Delhi. 
Kumar is acutely aware of the 
expectations raised by his early suc- 
cess. He hopes to bridge the gap in 


two ways: by getting more from the 
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TAKE SOLUTIONS 


TAKE Solutions has been a leading innovator in both Life Sciences and Supply Chain Management for 
over a decade, delivering flawless solutions in real time. Combining our high technical competencies 
with rich domain expertise, TAKE has produced superior and customized solutions consistently, in a cost 
effective manner for its customers. TAKE has been recognized as a leader by IDC's MarketScape 
Worldwide Life Sciences R&D IT Outsourcing for 201 1. 
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How unscrupulous company promoters use IPO funds for things not mentioned in 
the prospectus - and the system lets them. 
by ANAND ADHIKARI 


Bharatiya Global Infomedia Ltd used money 

raised through an initial public offer (IPO) to 

pay off inter-corporate deposits, which are 
essentially unsecured loans from other 
companies. The Noida-based IT solutions company had 
taken these loans months before the IPO. The risky 
nature of the borrowed funds figured nowhere in the 
issue prospectus. 

RDB Rasayans Ltd, a Kolkata plastic products manu- 
facturer, diverted [PO funds to a financially weak group 
entity in the real estate business. This was not only high- 
risk but also unrelated to the core business. 

IT solutions provider Taksheel Solutions Ltd, a 
Hyderabad company, made a factual misstatement in its 
IPO prospectus about a land allotment that was actually 
in the process of being cancelled at the time when the 
prospectus was filed. 

These cases figure in an interim order dated December 





28, 2011, by which markets regulator 
Securities and Exchange Board of India (SEBI) 
debarred half a dozen companies and their 
promoters from accessing the capital market, 


because they misused IPO funds. 





One of these guardians is the Registrar of Companies, 
which is part of the Ministry of Corporate Affairs, and 
which has wide-ranging powers to go after those who 
misuse IPO funds. There are also auditors, who put their 
stamp of approval on status reports on the use of IPO 
funds. These reports are submitted to stock exchanges 
every quarter, and every year to the Registrar of 
Companies. Then there are independent directors on 
company boards, as well as audit committees, which are 


OT WHAL THEY 
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supposed to act as the eyes and ears 
of shareholders. And, of course, 
there is SEBI. 

"SEBI has a limited mandate of 
regulating companies,” says 
Saurabh Agrawal, director at 
Kennis Group, a financial 
consultancy in Mumbai promoted 
by a group of chartered accoun- 
tants. For over a decade. the 
restricted mandate has made it hard 
for SEBI to monitor the diversion of 
IPO funds to uses not indicated in 
the prospectus. 

About a year and a half ago, the 
regulator tried yet again to increase 
its powers to monitor how compa- 
nies use funds, by making a repre- 
sentation to the Parliamentary 
Standing Committee on Finance for 
the new Companies Bill. But the 
Ministry of Corporate Affairs denied 
the request, saying such monitoring 
is the domain of the Registrar of 
Companies, which must do this in 
coordination with SEBI. 

Pavan Kumar Vijay, Managing 
Director of Corporate Professional 
Group. a Delhi company that ad- 
vises companies on governance, 
says SEBI can step in when it detects 
an abnormal stock price movement. 
In fact, this was how its investiga- 
tion into the six IPO cases began — 
their stock prices plunged on the 
first day. This was the first time SEBI 
expanded an investigation to 
minutely study offer documents and 
verify disclosures. 


INADEQUATE 
REGULATION 





Promoters get a free hand to play around with investors' 
money because there are many regulatory gaps in 
monitoring IPO proceeds. For example, after the IPO, a 
company is not required to update SEBI on how proceeds 
are being used. It only needs to file a quarterly status re- 
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STOCK EXCHANGE: Gets quarterly 
updates on use of IPO funds but 
does not go into the nitty-gritty 
of how they are used 


SEBI: Does not monitor use of IPO 
funds but investigates abnormal 
Stock price movements and 
misstatements in offer 
documents 


MINISTRY OF CORPORATE AFFAIRS/ 
REGISTRAR OF COMPANIES: Can 
investigate use of IPO funds but 
companies file updates only 
every 12 to 18 months 


MERCHANT BANKERS: Undertake due 
diligence and check prospectus 
facts but rely on auditors, 
solicitors and valuers; do not 
check land records or position 
of debtors and creditors 


INDEPENDENT DIRECTORS: Supposed 
to be shareholders eyes and 
ears but often do not ask tough 
questions, and may even be 
complicit in misuse of funds 


AUDITORS: Prepare reports in 
outdated format prescribed by 
SEBI and record changes in IPO 
object clause but give no details 
of securities or loans to group 
companies or other borrowers 


port with the stock exchange where 
it is listed (see box: System of Silos). 

Take the case of Pradip 
Overseas, which raised 3116 crore 
from the public in March 2010 to 
set up a textile special economic 
zone (SEZ) in Gujarat and a factory 
in it. Two years on, the Ahmedabad 
company has used just 15.15 crore 
of some 13100 crore earmarked for 
the project. "We have shelved the 
SEZ plan," says J.S. Negi, an inde- 
pendent director. Indeed, the IPO 
document contained hints: it said 
the company had acquired only 
around 85 hectares of the 100 re- 
quired for the project. There was no 
certainty about acquiring the rest. 

The document also said the 
company had vet to order some 157 
crore worth of plant and machinery. 
although production was to start in 
January 2011. Now Pradip 
Overseas blames the government for 
burdening SEZs with Minimum 
Alternate Tax. But those are issues 
that the company and merchant 
bankers should have highlighted 
for investors. 

Soon after the IPO, Pradip 
Overseas changed the IPO object 
clause to use the proceeds as margin 
money for working capital. 





But sometimes it does not act, and 
when it does, it is likely to be de- 
layed. Virendra Jain, investors’ 
rights activist and founder member 
of Midas Touch Investors 


Association, says: “The Registrar of Companies will know 
only a year, or one and a half years, after reporting, be- 


cause of annual filing of documents,” he says. The regis- 
trar does not monitor companies as a matter of course. 
but may act if it comes across information that warrants 
an investigation. 

The practice of promoters changing the IPO object 
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clause after raising money 
from the public has become 
rampant. “The auditors’ 
limited review records the 
change in the object clause, 
but doesn’t go beyond it or 
probe the changes for 
malafide intentions." says a 
chartered accountant on 
condition of anonymity. 


PLUGGING THE 
LOOPHOLES 


The vagueness of SEBI's for- 
mat for the quarterly disclosure is convenient for unscru- 
pulous promoters. It does not require details of the com- 
pany's investments in mutual funds or securities, nor of 
interest on such investments. It also does not require 
details of inter-corporate deposits (ICDs) and money lent 
to friends and relatives. Promoters can park money in 
high-risk ICDs or siphon it off by lending to shell compa- 
nies in the guise of 'investment in high-interest liquid 
instruments. 

"SEBI can change the reporting format for utilisation 
of IPO proceeds," says Corporate Professional Group's 
Vijay. He says it should require details about ICDs and 
al fund i nts 





Until the reporting is made stringent. companies will 
continue to play with investors’ money. Take the case of 
Bedmutha Industries, an iron and steel company in 
Nashik, Maharashtra. More than {60 crore of the 392 
crore it raised through an IPO are in cash credit, ICDs and 
advances to unspecified parties for purchase of assets. In 
their limited review, auditors Patil Hiran Jajoo & 
Company have given no break-up of the advances or ICDs. 

Another example is the 11 18-crore IPO in September 
2010 by New Delhi apparel and accessories retailer 
Cantabil Retail. The company has used only 111 crore of 
the 156 crore earmarked for a new manufacturing facility 
and retail network expansion. "We have extended the 
time for attainment of the object of IPO proceeds by two 
years by passing a special resolution in January 2012,” 
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“The Registrar of 
Companies has 
more powers to 


regulate companies’ 


SAURABH AGRAWAL, 
Director, Kennis Group 








“SEBI can change 
the reporting format 
for the utilisation of 
IPO proceeds" 


PAVAN KUMAR VIJAY, 
MD, Corporate Professional Group 


says Company Secretary 
Poonam Chahal. 

Rather than parking 
unused money in safe bank 
deposits, the company has 
chosen to invest 1330 crore 
in the units of mutual funds 
whose names are not 
disclosed. "Any specific 
name would be difficult to 
give as it keeps on 
changing," says Chahal. 

A spate of resignations 
by Cantabil's CFOs and com- 
pliance officers should have 
alerted the Registrar of Companies to trouble. Chahal says 
the exits were career enhancement moves. “No other 
specific reason is associated with them,” she sa 
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on its own. In the six cases SEBI investigated, it has held 
merchant bankers accountable for overlooking factual 
misstatements in the prospectus and non-disclosure of 
relevant facts. It has debarred Almondz Global, PNB 
Investment Service and few other merchant bankers from 
handling public issues. 

There may be limits, though, to what merchant 
bankers can do. “It is not practical to expect them to 
independently verify all debtors and creditors,” says 
Vijay. While doing due diligence, merchant bankers have 
to rely on reports, especially those by valuers. solicitors 
and auditors. However, Rakesh Singh, Head of 
Investment Banking at HDFC Bank, says that merchant 
bankers do have the right to ask tough questions, and 
even to insist on a fresh audit if they are not satisfied with 
any numbers. 

That is a possibility, now that SEBI is getting tough. 

The Companies Bill, likely to be passed in this Budget 
session, could bring investors some peace of mind. The 
Bill says that shareholders who are not in favour of a 
change in the object clause have the right to exit the 
company. "The company has to give minority 
shareholders an exit option," says Vijay. 

But the larger issue of regulatory gaps remains. € 
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New Funds to 
the Rescue 


Investment funds are still coming into real estate, but the rules 
of the game have changed following the slowdown. 
By RAJIV BHUVA 


uestion: Who would want to put money into 

real estate at a time when the economy is slow- 

ing. property sales are declining. prices are 

stagnant and finance is much more costly than 
before Eu of high interest rates? Answer: Strangely 
enough. quite a few private investors. 

The stock market may not have been doing too well 
lately. But realty companies. in comparison, have been 
doing even worse. The Bombay Stock Exchange Realty 
Index, launched on July 9, 2007, has tanked nearly 70 
per cent since then. In the same period, the broader BSE 
index gained 29 per cent. If the past 12 months are 
considered, as on February 17 this year, the realty index 
had gained by a little over one per cent, while the Sensex 
— thanks to a rally since the beginning of this year — 
gained 18 per cent. 
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Yet some investors see an opportunity in the current 
gloomy scenario. To take just three instances: Red Fort 
Capital, a Delhi-based private equity real estate fund, re- 
cently raised $500 million from overseas investors for its 
second fund, focused on residential properties. Earlier, in 
mid-December, Kotak Realty Fund raised 13523 crore, to be 
invested in high yield debt instruments. In early December, 
ArthVeda Fund Management, a fund management arm of 
Dewan Housing Finance Ltd (DHFL), announced the 
launch of its second real estate fund, open to domestic in- 
stitutions and high net worth individuals, to raise 3200 
crore to invest in new residential projects. 

Not that this means a dramatic transformation is in 
the offing. "The going has not been easy in this round of 
fund raising,” says Balaji Raghavan, CEO and Chief 
Investment Officer of HFL Alternate Asset Advisors —a part 
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of India Infoline Group - which also recently closed a 
1500-crore real estate fund. "There is an overhang of 
underperformance in a lot of funds,” he adds. 
S. Srintwasan, CEO of Kotak Investment Advisors, which 
manages $800 million worth of real estate funds, agrees: 
“Investors are concerned and are being very cautious.” 

The fresh investments are not coming a day too soon, 
as many older private equity (PE) investors in real estate 
are now close to pulling out. Vast quantities of funds 
poured into the sector for about three years after it was 
opened to foreign direct investment in 2005. With average 
fund life ranging between five and seven years, many want 
to now monetise their investments: real estate consulting 
firm Jones Lang LaSalle estimates 
PE exits from Indian real estate at 
around $5 billion in 2012. 

These funds are reconciled to 
the fact that they are not going to 
make much of a profit, they simply 
want to exit with their funds 
intact. A typical PE fund aims to 
generate more than 30 per cent 
gain for its investors. With the 
average internal rate of return of 
PE funds invested in real estate 
currently ranging between 11 and 
16 per cent, the focus of these 
investors is primarily on recovery 
rather than gain. The rupee’s 
depreciation by around 12 per 
cent in the last six months has 
further added to the PE funds’ 
woes, since dollar returns from 
exits will fall by the same amount. 

This is where the new entrants 
could gain, taking advantage of the 
secondary deal opportunities that 
are bound to arise. “Between now 
and 2014, there will be a fair 
degree of exits and there will be no 
real estate initial public offerings 
(IPOs) for a year,” says Sriniwasan. 
The PE funds looking to get out are 
most likely to turn to the secondary 
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“The going has not been easy 
in this round of fund raising” 


Balaji Raghavan, CEO and CIO, IFL Alternate Asset Advisors 


market, selling to third party buyers who offer the best 
price for their investments. 

"Leverage and fund exits are the two avenues we are 
looking at to deploy funds," says Sriniwasan. referring to 
Kotak Realty's latest foray. The first debt fund from the 
Kotak group, it will provide debt mainly to residential 
projects, followed by commercial developers — a sign of how 
investors are looking at the safest bets, preferring projects 
that are already underway to greenfield ones. Backing 
brownfield projects reduces investment and holding risk. 
Kotak hopes to generate 22 per cent interest for its investors 
within an investment horizon of 24 months. HFL intends to 
invest in mid-market residential projects in seven cities. 
"We will enter ongoing projects or 
those which are about to com- 
mence,” says IPL's Raghavan. 

ArthVeda's new fund, how- 
ever, will target greenfield middle 
income housing projects, costing 
between 115 and 40 lakh per unit, 
three fourths of them in Tier- and 
Tier- towns, or on the outskirts 
of big cities. “We have identified a 
sweet spot,” says CEO Bikram Sen. 
He has DHFL’s loan disbursal data 
to bet with. The demand for mid- 
market homes in Tier-H and Tier-III 
cities remains steady, unaffected 
by the turmoil that mature mar- 
kets have been living with. 

Curiously, investors are not 
looking back with nostalgia at the 
heady post-2005 years, a return 
to which they fear will only artifi- 
cially inflate valuations. There is 
also a bright side to the current 
depressed market. “Developers are 
now agreeing to investors’ terms. 
Their expectations are also in line 
with market conditions," says a 
real estate fund head, not wishing 
to be named. € 
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In its first India Fraud Survey, Ernst & Young finds tha 
keen to detect corruption, but do not always act w! 


ven a bowl of fruit may 
not be as innocuous as it 
looks. A team from Ernst 
| & Young was visiting a 
client company and 
counselling employees on ethics and 
corporate gifts, when one employee 
asked: "Can I send a bowl of fruit as a 





By SUMAN LAYAK 


corporate gift?" and followed it up 
with: "Does it matter if the bowl is 
made of gold?" 

Ethics in Indian companies have 
more often than not been a grev 
area, as the question suggests. Is 
such a bowl a bribe, alter all? The 
ground is shifting, and in more ways 





than one. Companie i 
more aware of fraud, independeni 
directors on company board 





increasingly conscious of inel 
responsibility, and fraudsters are 
getting cleverer. 

Marking these changes, E&Y has 
drawn up its first survey ¢ 
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India, titled Fraud and Corporate 
Governance: Changing Paradigm in 
India, to be released in March this 
year. E&Y does a global survey every 
year, but this is the first time it has 
done one focused exclusively on 
India. Business Today got a sneak 
peek at the survey results. 

A recurring theme in the findings 
is the willingness of those at the top 
to sweep things under the carpet. 
Only 35 per cent of survey partici- 
pants say their employers take legal 
action against fraudsters. The rest 
are likely to seek a resignation and let 
it go. The survey says: “Companies 
typically prefer to avoid reporting 
any economic offence to a regulator 
because of a perceived threat to their 
reputation.” 

Arpinder Singh, Partner at E&Y 
and head of their fraud-related serv- 
ices, says: “Indian CEOs do not believe 
business can be done without paying 
bribes. Therefore they do not put in 
policies and controls. Their approach 
is one of not wanting to know what 
goes on in their company.” 

On the subject of corporate 
fraud, R. Narayanaswamy. who 
teaches finance and control at HM 


BIGGEST RISK 


Respondents choose the biggest threat to their industry 


Data/information theft, IP infringement 
Bribery and corruption B 
Vendor fraud, kickbacks 
Fraud by senior management 
Regulatory non-compliance 
Procurement fraud, favouritism 
Accounting fraud 
Money laundering 
Management conflict of interest 
Asset misappropriation : 

Other ma 


Numbers denote percentage of respondents and may not add to 100 as respondents could choose multiple options 
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SINCE THE 
SATYAM 
SCANDAL, 
INDEPENDENT 
DIRECTORS 
HAVE BEEN 
NUDGING 
COMPANIES TO 
PROBE FRAUD 


Bangalore, says: "The Indian laws 
are often stronger than US laws. The 
problem here is weak enforcement." 


"i he E&Y survey gives some in- 
| dication of how common 

4. fraud is in corporate India. 
Three out of five respondents say 
their companies have suffered fraud 
in the past year. Of these, two-thirds 
say the fraud was exposed by a whis- 
tle-blower — someone who spoke up, 
either directly to the top manage- 
ment or through a whistle-blowing 
mechanism that allowed him or her 
to remain anonymous (see graphic: 








For more details of the survey, go to 
| www.businesstoday.in/fraudshow 





Whistle-Blowing Comes of Age). E&Y's 
own forensics team, too, says that 35 
to 40 per cent of cases they are called 
in to investigate are exposed by whis- 
tle-blowers within the company. 

In July 2008, forensic experts at 
the top four audit and accounting 
firms had told BT that whistle-blow- 
ing mechanisms hardly work in 
India (see businesstoday.in/corpfraud). But 
things are changing. Many Indian 
corporations today use the services 
of companies such as Global 
Compliance and EthicsPoint. These 
companies act as third-party opera- 
tors that handle whistle-blower calls 
and ensure the anonymity of callers. 
E&Y's Singh says that although 
things are better than three or four 
years ago, when detection of fraud 
due to whistle-blowing was negligi- 
ble, there is still a long way to go. 

The Securities and Exchange 
Board of India mandates a whistle- 
blowing mechanism in Clause 49 of 
the listing agreement. The provision 
has been around since 2003, but it 
has not been effective. The Public 
Interest Disclosure Bill, 2010, has 
increased awareness about whistle- 
blowing and the need to protect 


WHISTLE-BLOWING COMES OF AGE 


How did fraud come to light? Respondents choose the 


detection methods that worked 


Whistle-blowing mechanism ee 


Internal audit/ ee l a | 7 . p | p 
corporate security 589 


Proactive fraud risk management. MEESE 


Automated detection/ sss 
surveillance 


Rotation of duties/personne| Sa 


External audit Eau 





By accident Sa 





Others ERE 


Source: E&Y 









whistle-blowers. CH AN 6l N 6 PROFILE \ 
Still, there is plenty of room for | D 
improvement in other mechanisms Ta 


OF FRAUDSTERS 


intended to prevent or detect fraud. 





IM Bangalore's Narayanaswamy Description ' — 

has ASIOry to shar t about —— AGE Experienced, trusted Employees in their thirties, 

ent directors. I am a director on the senior employees moretechsawy ——- 

committee or board meeting, I strug- LEVEL OF SENIORIT Y Senior management Middle management ent — 

gle with a 200-page agenda," he — siZE/VOLUME High-value fraud, More instances of fraud, which may 
says. "I met a gentleman who isa QF FRAUD fewer incidents - or may not be iul in value 
reputed corporate honcho, and is on UNE 
the board of eight companies. I asked DEPARTMENT —— Finance — — Salesor procurement i E 
how he managed to handle the work GENDER Male — number of female 


load. He said often he reaches board- perpetrators 
committee meetings and is not aware METHOD OF FRAUD 


Notes Aba A y HS A NEPA ARRA t LEAN HEU ea A 


“Traditional methods Use of technology 


or able to recall which committeeo——. a tti ini be 
the board it is." LOCATION Central or List includes satellite offices and 
Narayanaswamy is working on corporate office remote locations 


a paper on corporate governance in Source: E&Y 
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Weak anti-graft tone of top management E 
Weak law enforcement NNHNNENUEENMEREEEN 
Lack of adequate regulation and compliance 





India in the wake of the Satyam 
scandal. He says: “The media wrote 
a lot about how 200 independent 
directors resigned after Satyam. 
What they did not write is that 
around 180 resign every year. So 
there was nothing great about those 
numbers.” He says that if an 
independent director finds fraud 
happening in a company, and if 
investigation shows that the 
promoters or senior management 
are involved, the director prefers to 
serve out his or her term and leave 
quietly. “They neither demand 
action nor resign to avoid attention,” 
he says. 

He says that companies like 
Satyam Computer Services, where 
the promoter holds a small stake and 
yet controls the management, are at 
risk. “This is where promoter-led 
fraud happens the most," he says. 
The E&Y survey findings corroborate 
this: 34 per cent of respondents say 
that a "weak tone at the top" is one 
of the main reasons for corruption 
(see graphic: What Aids Corruption). 

E&Y's Singh says that since the 
Satyam scandal, independent direc- 
tors have been nudging company 
boards to investigate fraud. He adds: 


WHAT AIDS CORRUPTION? 


Respondents choose the main reasons for graft 


inherent nature of industry MEES 


Corruption is considered acceptable  EEEREEES 
No due diligence on third parties  EREEEEERER 
Poor internal controls 

Lack of awareness among employees S 


Others BEES 
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ONLY 35% OF 
RESPONDENTS 
SAY THEIR 
EMPLOYERS 
TAKE LEGAL 
ACTION 
AGAINST FRAU 
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REGULATORY LANDSCAPE 


sem PUBLIC INTEREST DISCLOSURE 
(PROTECTION OF INFORMERS) BILL, 2010: 
Limited protection for whistle-blower 
largely leaves out private sector 











sese PREVENTION OF BRIBERY OF FOREIGN PUBLIC 
OFFICIALS AND OFFICIALS OF PUBLIC INTERNATIONAL 
ORGANISATIONS BILL, 2011: Criminalises bribe 
offers from foreign public officials 


sessen THE PREVENTION OF CORRUPTION AMENDMENT 
ACT, 2011 (PROPOSED AMENDMENT TO PCA, 1988): 
Adds teeth to punish use of influence on 
government officials 


enses COMPANIES BILL, 2011: Serious Fraud 
investigation Office gets powers to probe 
companies 


wass DATA PRIVACY LAWS: Protect personal 
information, especially personal financial 
information 


seem COMPETITION ACT: Prevents abuse of 
dominant positions; 2002 Act amended 
in 2007 


"Any sector that has the government 
as a major customer is prone to brib- 
ery and corruption." 

But bribery comes second, after 
theft of data and information (see 
graphic: Biggest Risk, page 60), ac- 
cording to the findings of the E&Y 
survey. The third biggest threat is 
vendor kickback, the fourth is fraud 
by senior management. Almost a 
third of the respondents say they 
have paid bribes to retain business, 
and one-fourth say they have paid 
bribes to government officials to get 
things done. 

The survey identifies some typical 
fraud techniques: 

e Procurement manager A starts 
a company in his wife's name. He 
favours supplier X, and X awards a 
contract to A's wife's company. The 
contract may or may not be fulfilled, 
but a payment is made against it. 

è A promoter makes a deal to 
buy or sell goods or services from a 
non-group company owned by a 
relative or friend. Money flows, but 
no services or goods are actually 
provided. However, turnover gets 
inflated. 

e Sales and purchases are made 
to and from the same company, just 


HOW CAN YOU FIGHT FRAUD? 


833 


Numbers denote percentage of respondents and may not add to 100 as respondents could choose multiple options 
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| 35 Zero tolerance for graft BH 
a 34 Tough disciplinary procedures | 
33 Better anti-graft tone atthe top es 


Respondents choose methods they think will be effective 
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DO COMPANIES KNOW THE LAWS? 
Respondents awareness of anti-graft legislation 
— — — —83 
Prevention of Corruption Act =_ 7 0) 
Foreign Corrupt Practices Act. II49 











WEAPONS TO FIGHT FRAUD 


Respondents say what means their company has 


Software to monitor transactions 46 
identify fraudulent transactions 
Software to monitor communication A 34 


UK Bribery Act MEN 35 
OECD regulations EE 37 


Numbers denote percentage of respondents and may not add to 100 as respondents could choose multiple options 


ANATOMY OF A FRAUD 


here is just one glitch in the numerous 

checks and balances to prevent corporate 
Iraud: their implementation depends on the 
company s management. 





The case of a listed manufacturing company 


shows how easily investors can be defrauded. 
The management implemented weak controls 
around key business functions, and kept key 
decision-making authority within the promoter 
group. The promoters regularly entered into 
transactions lor which invoices were faked. The 
company even developed software to generate 
lake accounting entries. Pavments of fake bills 
were linanced through overdraft. In this way. 
money was siphoned out of the company. 

Fudged inventory records were submitted 
to financial institutions to maintain a high 
working capital limit. Records were regularly 
manipulated by entering fictitious inventory 
details into the accounting system. 

)y systematically overriding controls for 
years, the promoters inflated the balance sheet 
to three times the actual size. Investigations 
showed that the promoters had cooked the 
books to: 


e Meet investor and creditor expectations 
e Retain control of the company 


e Meet targets to maximise incentives and 
perceived brand value 


e Window-dress accounts to obtain higher 
valuations at the time of exit [rom the company 


e Conceal the siphoning off of company 
resources for personal gain 
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Source: E&Y 


to inflate sales figures. 

e Good stock is discarded as scrap, and 
then sold in the grey market to generate cash. 

The survey indicates that the profile 
of fraudsters is also changing. Today's fraud- 
sters are driven by greed, rather than need, 
and more concerned with maintaining their 
lifestyle than with anything else (see graphic: 
Changing Profile of Fraudsters, page 61). They 
are technology savvy, and are often the go-to 
person in their organisation when colleagues 
need to solve their IT problems. 


hile more than 80 per cent of the 

survey respondents say they know 

about the Indian Penal Code, and 
/U per cent say they are aware of the 
Prevention of Corruption Act, only about half 
of them know about the United States Foreign 
Corrupt Practices Act, which applies to US- 
listed companies beyond US borders. Even 
fewer know about the UK Bribery Act (see 
graphic: Do Companies Know the Laws). 

E&Y's Singh says that in one case where a 
company promoted by a senior manager's 
wife received benefits, a single stray e-mail on 
the manager's office PC helped nail the fraud. 
Forensic tools such as disk imaging are 
increasingly being used to detect fraud (See 
graphic: Weapons to Fight Fraud). Despite the 
range of technological tools available, 61 per 
cent of survey respondents say their 
companies depend on basic spreadsheets for 
fraud detection. 

Weak enforcement of laws and the “weak 
tone at the top” seem to have encouraged the 
"bowl of gold" mindset in India. It is likely to 
take more than an Anna Hazare-type 
movement to set it right. ® 


Send your comments to editor.bt@intoday.com 
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Mukesh Ambani's Reliance Industries has come up against a tough 
taskmaster in Petroleum Minister S. Jaipal Reddy. 
By ANILESH S. MAHAJAN 


When P.M.S. Prasad enters a building, doors 
tend to open for him. The head of Reliance 
Industries Ltd's (RIL) oil and gas business cer- 
tainly is not used to being kept waiting. 
Unusually, he had to do just that one wintry evening in 
December last year, when he walked into Petroleum 
Secretary G.C. Chaturvedi's office in New Delhi's Shastri 
Bhawan. The secretary's staff asked Prasad to wait in the 
anteroom along with other hopefuls seeking a meeting. A 
lew minutes later, he was told that a meeting would not 
be possible since he did not have a prior appointment. 
Silently, the embarrassed Prasad left. 

No one could have imagined such a thing happening 
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in the petroleum ministry to a top executive 
from RIL, India's largest, and arguably, most 
powerful enterprise. 

In many ways, the snub epitomises the state of 
RIL's relations with the Ministry of Petroleum and Natural 
Gas since S. Jaipal Reddy began helming it in January last 
year. Several big-ticket RIL proposals are stuck at the pe- 
troleum ministry, something that people who follow the 
company and the ministry say is without precedent. 

Reddy is perhaps the first minister who has taken on 
RIL in the post-liberalisation era. The buzz in political cir- 


cles is that he was sent to the petroleum ministry to re- 
move turbidity in decision making. The day he took over, | 
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The way it was 


How RIL fared under different 
Petroleum Ministers 





RAM NAIK 
(March 1999-May 2004) 


During his tenure, IndianOil’s 
bid for a 26% stake in IPCL 
failed. RIL submitted the 
winning bid 


Sought pricing decontrol for 
petroleum and petrochemical 
products 


Allowed private players to set 
up retail stations and sell petrol 





MURLI DEORA 


(January 2006-January 2011) 


During his tenure, RIL was 
allowed to keep additional area 
in KG-D6 block 


Renewed push for decontrol of 
petrol and diesel prices 


Withdrew gas marketing rights 
from operators, aiding RIL in 
case against RNRL 


Pushed for out-of-court 
settlement of dispute between 
GAIL and RIL-BG consortium 
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Reddy told reporters: “I am a new min- 
ister in an old government. It would be 
unfair to expect me to bring in new 
policy." Strictly speaking, he has not 
done so. He has simply followed the 
rulebook — very zealously. Some liken 
his insistence on following the rules to 
former prime minister V.P. Singh's re- 
sistance of RIL founder Dhirubhai 
Ambani in the mid- 1980s. 

RIL says that it does not see any 
change in the oil ministry's stance 
under Reddy. But what has happened 
on the ground in the 1 3 months since 
the Andhra Pradesh politician became 
petroleum minister speaks volumes. 
Keenly aware of a perception in some 
quarters that RIL has cosy relationships 
with oil ministry staffers, Reddy made 
a series of personnel changes early on. 
Many, from the minister's personal 
secretary down to the peon, were 
transferred. The biggest casualty was 
S. Sundareshan, who became the first 
petroleum secretary in 14 years to be 
transferred from the ministry — all his 
predecessors retired in office. 

[Insiders were stunned when 
Sundareshan, who joined the ministry 
in April 2007 as an additional secre- 
tary, was moved to the Heavy Industries 
ministry in May 2011. (He became 
Petroleum Secretary in February 
2009.) Reddy apparently conveyed the 
transfer decision to Sundareshan "in 
two minutes, over coffee”. 





1.85: 


RIL expenditure on DI and 
D3 fields the oil ministry 
wants to disallow 





Sundareshan was handpicked by 
Reddy's predecessor, Murli Deora, who 
is said to be close to the Ambani family. 
In an analysis of Deora's appointment 
as petroleum minister in January 
2006, the US Embassy in New Delhi 
noted: "Deora's only vulnerability, as a 
Mumbai politician, is his long-standing 
connection to the Reliance industrial 
group, which includes significant en- 
ergy equities.” 

“People say that I have gone out of 
the way to help Reliance Industries 
during my tenure as petroleum minis- 
ter. But all this is rubbish," retorts 
Deora. "I have done progressive things. 
Look at the RIL-BP deal, this is the big- 
gest FDI in India to date. All those who 
were working within the ambit of the 
law had my support." 

Joint secretary Apoorva Chandra 
was transferred in August 201 1. The 
bureaucrat, who is from the 
Maharashtra cadre of the Indian 
Administrative Service, was an old 
timer in the ministry, having worked 
under Deora as well as his predecessor 
in the National Democratic Alliance 
(NDA) regime, Ram Naik. (Both minis- 
ters are from Mumbai.) 

A May 201 1 note by Chandra gen- 
erated a lot of controversy. He advo- 
cated that RIL be permitted to cut gas 
supply from the company's most prom- 
ising asset, the D6 block in the Krishna 
Godavari (KG) basin, off the Andhra 
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Decline in Reliance 
Industries’ share price on 
the BSE in 2011 








Pradesh coast, to industries considered 
non-core. Chandra says he does not 
know why he was removed: "I infor- 
mally asked the minister as well, but he 
told me nothing.” His exit was followed 
in November 201 1 by the reshuffle of a 
dozen undersecretaries in the ministry. 


Big Gas, Big Stakes 

The biggest dispute between the minis- 
try and RIL is over gas output from the 
company's KG-D6 block. The block is 
estimated to hold India's largest gas 
reserves: around 1 1.3 trillion cubic feet. 
As per a field development plan agreed 
by the government and RIL in 2006, 
RIL was to produce 61.88 million met- 
ric standard cubic metres per day 
(mmscmd) by April 2011 from 22 
wells, and ramp up production to 80 
mmscmd by April 2012, from 31 wells. 

Currently, however, production is 
at 34.5 mmscmd from 14 functional 
wells — less than half the initial esti- 
mate. The company has written to the 
ministry suggesting that production 
from the D1 and D3 fields could fall to 
27 mmscmd by April 2013. Of the 21 
wells that RIL drilled, three were duds 
and the gas output from four others 
went dry due to flooding. 

The top rung of the petroleum 
ministry is miffed. It is even threaten- 
ing to amend the production sharing 
contract (PSC) with RIL and disallow 
expenditure to the tune of $1.85 bil- 
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Value of RIL's deal with 
British Petroleum, for 
309^ interest in 21 blocks 


lion (a little over 39.100 crore) to pe- 
nalise the company for the sharp de- 
cline in output from the KG-D6 block. 
The underlying thinking in the minis- 
try is that RIL has padded up costs. 
"When there is as much suspicion as 
there is about gold plating by Reliance 
(of expenditure on the KG-D6 block), it 
is necessary to dispel the impression 
that the ministry is close to Reliance,” 
says Mani Shankar Aiyar. He served as 
petroleum minister for a little over a 
year before being replaced by Deora. 

The suspicion that Aiyar is refer- 
ring to is centred on the capital ex- 
penditure earmarked for KG-D6's best- 
yielding gas fields, D1 and D3. The 2006 
field development plan hiked the spend- 
ing on the D1 and D3 fields to $8.8 bil- 
lion from the original $2.4 billion. Such 
escalation in the oil and gas business is 
not unusual and the costs at KG-D6 are 
not out of the ordinary. The capital 
expenditure on a neighbouring block of 
state-owned explorer ONGC is pegged at 
$7.2 billion for 30 mmscmd of gas — 
more than double the cost per unit of 
gas at KG-D6. However, the gas kernel 
is deeper than for D6. 

But what has the petroleum 
ministry and lawmakers seeing red is 
the falling gas output, which some say 
is deliberate. Tapas Sen. a Rajya Sabha 
member belonging to the Communist 
Party of India (Marxist), estimates that 
the decline in production has caused a 
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Capex approved for 
exploration and production in 
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S. JAIPAL REDDY 


(January 2011 - present) 


Refused to clear RIL's 
annual budget for 
development of KG-D6 


Considering ways to 
link production with the 
recovery of costs 


Refused mid-term price 
revision of gas from KG-D6 


Has delayed 
implementation of the 
RIL-BP dea! 


Refused commercial 
certificate for RIL's NEC 
block in Mahanadi basin 


Rejected RIL's request fot 
extension of exploration in 
Cauvery block 


Refused to accept RIL's 
coal-bed methane pricing 
mechanism 


Ordered probe into sale of 
condensate from KG-D6 to 
RIL's Jamnagar refinery 


Has not cleared GAIL's out- 
of-court settlement with 
RIL-BG consortium 


Threatened to slap notice 
on RIL for decline in gas 
production from KG-D6 


Transferred bureaucrats 
said to be close to RIL to 
other departments 
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June 2005 

MoU between Ambani brothers. 

in the KG-D6 block; names Mukesh's RIL to supply gas from 
them Dhirubhai-1 and 3 KG-D6 to Anil's RNRL 

honc"! — -————— — — —t — — — — — — 
— — — — — — — — — — — — — — — — — — —— — 
June 2004 Jan. 2006 Nov. 2006 

RIL proposes to declare entire Murli Deora takes over RNRL files a case against RIL 
KG-D6 block a discovery area as Petroleum Minister in the Bombay High Court 


July 2006 
RIL proposal to sell RNRL 

28 mmscmd of gas at $2.34 
per mmbtu rejected 


Feb. 1999 

NELP launched. RIL and 
Niko Resources of Canada 
win KG-D6 deep-sea block 


Oct. 2002 
RIL makes huge gas finds 
















April 2000 
RIL-Niko sign Production Sharing Contract 
(PSC) for KG-D6 with the government 








loss of around 115,000 crore to 
India's energy economy. Even 
discounting for the bluster expected 
from an opposition lawmaker, there 
is something to Sen's argument. 
One mmscmd of gas can fire a 220 
megawatt power plant for a day. 
Theoretically, the gas from KG-D6 
can fire one-eighth of the power 
capacity in India, the world's 
fourth-largest economy by 
purchasing power. 


All Well, Circa 2014? 


The falling production may be linked 
to a gas pricing review coming up in 
2014, says a senior petroleum min- 
istry official, who insisted on staying 
off the record. The current price set 
for KG-D6 gas is $4.2 per million 
British thermal unit (mmBtu, a unit 
of energy; one mmscmd of KG-D6 gas 
yields about 35,000 mmBtu). This 
price was set in 2009, after a bitter 
court battle over the supply and pric- 
ing of gas between RIL, chaired by 
Mukesh Ambani, and Reliance 
Natural Resources Ltd (RNRL), run 
by his younger brother, Anil. 
Natural gas, which trades from $3 
per mmBtu in North America to $8 
per mmBtu in Malaysia, is expected to get more expensive 
in the years ahead as China and India increasingly rely on 
it for their energy needs. 

RIL has initiated arbitration against the government. 
It will likely drag on for a couple of years, says the senior 
ministry official, to coincide with the 2014 price review. 
The tactic is “avaricious”, says the official. "Murli Deora 
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"People say I have 
gone out of the way 
to help Reliance. 
It's all rubbish" 
MURLI DEORA 
Former Petroleum Minister 





didn't change the lock-in period [for 
gas pricing]. You expect Jaipal 
Reddy to change it?" RIL's Prasad 
was not available for comment de- 
spite repeated attempts to contact 
him. Bibhas Ganguly, the compa- 
ny's President and COO (Business), 
who reports directly to Prasad, 
spoke with BT but did not comment 
on the arbitration. 

The terms of the PSC make for 
another sore point between RIL and 
the petroleum ministry. The con- 
tract allows RIL to recover 100 per 
cent of its exploration and produc- 
tion costs but does not link this re- 
covery to gas output. This assumes 
significance given the revenue shar- 
ing arrangement between the two 
sides. Until RIL recovers 1.5 times its 
investment, the government will get 
only 10 per cent of the revenues 
from selling KG-D6 gas. This will rise 
to 16 per cent when revenues ac- 
count for 1.5 times to twice RIL's 
investment. It will go up to 28 per 
cent when RIL recovers two to 2.5 
times its investment. Thereafter, the 
government's share of revenues will 
be 85 per cent. 

In other words, the higher the 
cost of exploration and production, the longer the govern- 
ment has to wait for a bigger share of revenues. A draft 
report by the Comptroller and Auditor General of India 
(CAG), leaked in June 201 1, noted that RIL was allowed 
to increase capital expenditure over 3.5 times, which 
could result in a revenue loss for the government. 

Ganguly declined comment on the terms of the PSC, 
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Oct. 2007 Nov. 2009 
EGoM sets gas distribution priorities 
with preference to existing fertiliser, 


cooking gas, power and steel units 





gas marketing rights 
from operators 









LET MAUL 
Supreme Court rules in favour 
of RIL in its battle with RNRL 


July 2009 
RNRL and RIL take their 
battle to the Supreme Court 





too. But, in the past, RIL executives 
have blamed the tough geology in 
the KG-D6 block and errors in initial 
analysis of data for the decline in 
production. The gas discovery is the 
first of its kind in India and parts of 
it are up to three km below the sea 
surface. It took energy giant BP 
(formerly British Petroleum Plc) 18 
months to conduct due diligence on 
the block before buying 30 per cent 
equity interest in it for $7.2 billion 
in February 2011. And, given the 
rough sea and the weather in the 
Bay of Bengal — the KG-D6 gas block 
is 60 km from the Andhra Pradesh 
shoreline — RIL executives say there 
is only a five-month period for 
exploration in a year. (BT's emails 
and calls to Gaffney Cline 
Associates, the British agency that 
conducted the initial analysis of 
data. remained unanswered. ) 

But RIL's argument is not being 
bought either by Reddy or S.K. 
Srivastava, who heads the 
Directorate General of 
Hydrocarbons (DGH), the petroleum 
ministry's technical arm and 
deemed regulator of the sector. 
Srivastava maintains that RIL must 
dig an additional nine wells to ramp up production by 
April 2012. 

The company, instead, has dug in its heels. It sent the 
petroleum ministry its arbitration notice on the evening 
of November 24, the same day Chairman Mukesh 
Ambani met Prime Minister Manmohan Singh and 
Finance Minister Pranab Mukherjee. In a press release 
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Government withdraws 


S. Sundareshan, a 
former oil secretary, 
headed a panel that 


y accepted RIL's claim 
over the entire 
KG-D6 block 












May 2010 
RIL announces a dip 
in the KG-D6 block's 
gas production 


Dec. 2010 
DGH blames RIL 
for decline in 

production 











July 2010 
DGH insists that RIL has to stick to 
the agreed field development plan 


Jan. 2011 
S. Jaipal Reddy takes over as 
Petroleum Minister 


four days later, it said: “Reliance and 
its partners are entitled under the 
PSC with the government of India to 
recover their full costs from the rev- 
enues generated... The PSC contains 
no provision which entitles the Gol 
(government of India) to restrict the 
costs recovered by the company by 
reference to factors such as the level 
of production or the extent to which 
field facilities are utilised.” 

“Whether the government or 
Reliance is at fault is debatable. But 
the fact is, the country is suffering,” 
says former minister Naik. 

Aiyar contrasts the arbitration 
attempt with RIL's claims in 2004, 
when it announced the gas find. “It 
would not have come to this if they 
had lived up to their boasts a few 
years ago. They were telling the 
country that we (India) may not 
have to go around the world looking 
for gas, as Reliance has found gas in 
the KG basin,” he says. 

On February 19, Reddy visited 
the KG-D6 block, becoming the first 
Union minister to do so. He later 
reiterated that the ministry would 
slap a notice on RIL for the decline 
in gas production. 

The two sides stand eyeball to eyeball on many other 
fronts. The DGH has been sitting on several other RIL pro- 
posals for a while now. It has not allowed the company 
extensions for exploration of a block in the Cauvery basin. 
And it is yet to clear several exploration proposals by RIL, 
including for the NEC 25 block in the Mahanadi basin, off 
the coast of Orissa. Geologists believe that the Mahanadi 
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June 2011 
Leaked CAG draft alleges 


April 2011 
DGH refuses to accept RIL's capital 
and operational expenditure for 


KG-D6, saying it is overstated by Reliance 





basin has the most potential on 
India's east coast after the KG basin. 

Currently, the petroleum minis- 
try is looking into alleged irregu- 
larities in the allocation of conden- 
sate from the KG-D6 block to RIL's 
refinery in Jamnagar. The conden- 
sate is refined to obtain downstream 
products, such as petrol. The minis- 
try is also locking horns with the 
company on the issue of pricing and 
allocation of gas from its coal bed 
methane (CBM) blocks in Sohagpur, 
Madhya Pradesh. 


The Good Old Days 


For RIL, all this is a far cry from the 
way things used to be. The history of 
Reliance's relations with the govern- 
ment is well-chronicled. In the 
1980s, news daily The Indian Express 
published a series of articles bv jour- 
nalist Arun Shourie and chartered 
accountant S. Gurumurthy on how 
the company allegedly used its po- 
litical connections to break the law. 
One of the stories talked about 
Reliance importing textile machin- 
ery components to increase capacity 
beyond its licensed limit. 

In 2002, when the NDA was in 
power, the company made a successful bid for a 26 per 
cent stake in state-owned plastics maker IPCL, gaining 
managerial control. Many had argued that the divestment 
to RIL would give the company dominance in the market 
for petrochemical products, especially with duties on im- 
ported products as high as 25 per cent. They were over- 
ruled by then prime minister Atal Behari Vajpayee and, 
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overstating of expenditure 


RIL's plea for priority allocation of 
gas to petrochemicals rejected 





"In oil and gas, 
the business stops 
when the drilling 
stops" 

BIBHAS GANGULY 
President & COO (Business), RIL 








July 2011 Nov 2011 
CCEA clears RIL-BP deal. Oil 
ministry asked to prepare a new 


production sharing contract 





from KG-D6 rejected 
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May 2011 July 2011 
DGH rejects RIL's field development 
plan for the KG-D6 block 


Sept. 2011 Nov 2011 
Final CAG report RIL initiates arbitration proceedings 
tabled against government 


ironically, Arun Shourie, who had 
by then become the minister for 
disinvestment. The minister argued 
RIL'S case passionately in 
Parliament, saying: “In a village, a 
cobbler is a monopolist, but you do 
not want to penalise the cobbler for 
being the only cobbler in a radius of 
five miles.” Today, RIL owns 46 per 
cent of IPCL and Mukesh Ambani is 
its Chairman. 

In 2003, Reliance Infocomm, 
an RIL subsidiary (now RCom, an 
Anil Ambani company), and Tata 
Teleservices, both fixed-line 
operators, benefited from a 
government decision to allow fixed- 
line operators to offer mobile 
services — giving them entry into a 
multi-billion dollar business. In 
2007, one of the units in RIL's 
Jamnagar refinery was declared an 
export oriented unit, allowing it to 
sell refined crude oil in the global 
market. It is the only such refinery 
in the country. In 2010, the 
Commerce Ministry levied an 
additional duty of 22 per cent on 
imported petrochemical products — 
a decision that was revoked in 
January 201 1, after protests by the 
Saudi Arabian government. 

After retiring, several bureaucrats have served and 
continue to serve on RIL group company boards, while 
others work as consultants. Former power secretary D.V. 
Kapoor serves on the RIL board. In 2000, former IPCL CMD 
K.G. Ramanathan resigned a government post and joined 
Reliance Power (now an Anil Ambani company) as a di- 
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rector. This was before the IPCL stake divestment and at a 
time when RIL was looking to build its energy portfolio. 

Many RIL employees in the energy sector are former 
government employees from state-owned companies such 
as ONGC, IndianOil and Bharat Petroleum. Geoscientist 
Rabi Bastia went on a sabbatical from ONGC in 1996 to 
join RIL. He is now a Vice President, heading exploration 
operations at RIL. Bastia is credited with the huge gas find 
in the D1 field at KG-D6 block, in 2002, as well as RIL's 
discoveries in the Mahanadi 
Basin. Incidentally, Ganguly, too, 
was formerly with ONGC. 

To be sure, it is standard oper- 
ating procedure for businesses to 
cultivate close relationships with 
bureaucrats and ministers or hire 
experts from the government or 
state-owned companies. Such 
examples abound in groups such 
as Sterlite, Arcelor Mittal, Essar, 
Bharti Airtel, Hyundai, and many 
other companies, But even by 
those standards, RIL and the 
Ambanis outshine their peers and 
have leveraged what analysts call 
the ability to manage the policy 
and regulatory environment to 
their advantage. 


Notes to Accounts 
Minister Reddy is trying to ensure 
that there is no repeat of past mis- 
takes by the petroleum ministry. 
In September 201 1, the CAG came 
down hard on the ministry for al- 
lowing RIL to retain the entire 
7,645 sq km KG-D6 block in viola- 
tion of the PSC. Under the terms of 
the contract, RIL should have re- 
linquished 25 per cent, or more 
than 1,900 sq km, of the total 
area outside the discoveries in 
June 2004 and 2005. This would 
have allowed DGH to call for fresh bids for the area and 
potentially earn fresh revenues. 

But RIL claimed that the entire block was a discovery 
area and sought to retain it. The claim was studied by the 
DGH, then headed by V.K. Sibal, and subsequently by a 
committee headed by Sundareshan, who was then the 
ministry's additional secretary. Both agreed with RIL's 
contention and it was allowed to retain the entire area. 

Today, Sibal is under the lens for allegedly granting 
undue favours to RIL, including allowing the company to 
increase expenditure on the KG-D6 field from $2.4 billion 
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Some in Reliance Industries 
believe that Mukesh 
Ambani's current crop of 
troubles can be traced 
to his feud with younger 


brother Anil over gas 
from the Krishna Godavari 
basin - the very same asset 
that the elder Ambani is 
having so much trouble 
over today at the petroleum 
ministry. In two cover stories 
dated December 19, 2004 
and August 10, 2008, BT 
chronicled the drama and 
bitterness, some of which 
still seems to continue like a 
bad hangover. 





to $8.8 billion. Going by precedent, says a retired senior 
CBI officer, if the evidence leads to RIL, its executives can 
be booked or, at least, questioned. The CAG report was also 
critical of government oversight of the project and sought 
an “in-depth review” of 10 contracts, eight of which were 
awarded by RIL to the Aker Group on a single-bid basis. 

The cold war between the two sides has taken a bit of 
a toll on RIL. Since January 20, 2011, the day Reddy 
became petroleum minister, shares of the company have 
shed 16.8 per cent in value com- 
pared to a 5.7 per cent erosion in 
the Bombay Stock Exchange in- 
dex. (RIL shares were down 37 
per cent between January and 
December 2011, before the cur- 
rent stock market rally.) “The 
market is observing things very 
minutely. The major trouble for 
the company is the more than 40 
per cent dip in production at KG- 
D6,” says Bhavesh Chauhan, 
senior analyst at Mumbai broker- 
age, Angel Broking. 

RIL's Ganguly says "things are 
positive" with the ministry "at this 
point in time". He points to the 
recent approval of what is called 
the "declaration of commerciality " 
and "optimised field development 
plan" for the D-34 gas field in the 
KG-D6 block, which will allow the 
company to sell gas from the field 
commercially. The D-34 field is 
only the fourth in the KG-D6 block 
that has received such an ap- 
proval (the others are D1, D3 and 
MA). "In oil and gas, the business 
stops when the drilling stops, " 
says Ganguly, calling the approv- 
als “good news for all of us". 

Still, no one doubts that 
Reddy has constructed a big hur- 
dle before RIL's biggest project. "Tt 
has all been brought into the open. No one can reverse 
this or wriggle out of this," says the senior petroleum 
ministry official quoted earlier. 

Understandably, Mukesh Ambani is not a happy man. 
In December, he refused to accompany Prime Minister 
Singh on a tour of Russia, despite repeated entreaties. 
Ambani co-chairs the Indo-Russian CEOs' council. Judging 
by how a new line is being drawn for RIL, it may well be a 
while before he shares a plane with the prime minister. 


‘business|today 





Send your comments to editor.bt@intoday.com 























| THE RENAULT KOLEOS, | 
» 4. POWER MEETS PLEASURE. 


hoes 
Wit 
/ $i 


E 


J: 


j 
yi AH 
Ly te 
/ 5 


KOLEOS 





www.renault.co.in 





RENAULT | 
RENAU ESTEE RENAUI 
RENAULT KOLEOS with a custom-designed Bose Sound System and premium leather upholstery. Perfect if you want to head to the mountains or drive if th 


2.0 L Diesel Engine 150 PS Power & 320 NM Torque | 6 Speed Automatic Transmission with Manual Mode | 4X4-i Transmission (Auto/4X 4/45 
Mode) | Cruise Control & Speed Limiter | Bose Sound System-7 Speakers & Subwoofer | Bi — Zone Auto AC with Rear AC Vents | ABS v 
EBD | 17" Two Tone Alloy Wheels | Smart Access Card | Rain Sensing Wipers, Light Sensing Head Lamps & Rear Parking Sensor: 


CALL 1800 300 44444 SMS ‘KOLEOS’ to 53030 Follow us on: i} Kj /renauttindia 











HEKHAR HOS 


B1 


;SRAPHS 


PHOTO: 


BUDGET 2012 Panel Discussion Waiting for Springtime pace 86 | Watch your Wallet Pace 90 


LAST CHANCE TO 


Budget 2012 is the final opportunity for UPA to set the economy on course as next 
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ive experts on the econ- 
omy joined Business 
Today Editor Chaitanya 
Kalbag to discuss 
Union Finance Minister 
Pranab Mukerjee's op- 
tions as he finalises the forthcoming 
Union Budget. Yashwant Sinha, 
former finance minister and 
Bharatiya Janata Party MP, currently 
Chairman of the Parliamentary 
Standing Committee on Finance, 
Samiran Chakraborty, Research 
Head at Standard Chartered Bank, 
Mukesh Butani, Chairman of BMR 
Advisors, M. Damodaran, former 
chief of capital market regulator SEBI, 
and Rajiv Kumar, Secretary General 
of the Federation of Indian Chambers 
of Commerce and Industry, all agreed 
that Mukherjee's task was challeng- 
ing indeed. Edited excerpts: 


Chaitanya Kalbag: Thank you very 
much for finding the time to join us 
today. 

Mr Sinha, where do you think we 

stand and what do you feel are the 
options available? 
Yashwant Sinha: Options are 
always available. The most important 
question is: are we prepared to exer- 
cise those options? This is the last 
chance Budget, because after this 
there will be an election Budget. The 
most important thing in this Budget 
is the fiscal stress. 

The original sin was committed in 
2008/09, when we gave a go-by to 
fiscal prudence and opened the treas- 
ury for all kind of bonanzas. We very 





kindly described this as fiscal stimu- 
lus. My point has always been that 
this was more of an election strategy 
of the UPA than a fiscal stimulus to 
meet the global crisis. 

The significant thing in the so- 
called stimulus is that over 80 per 
cent of the expenditure was revenue 
expenditure. And 90 per cent of peo- 
ple were saying that this kind of ex- 
penditure cannot be rolled back. And 
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Kalbag: Do you think he has recog- 
nised that there is a serious crisis and 
we need to... 

Sinha: I am not very sure. The man- 
ner in which fiscally imprudent 
schemes are taken up. there is not 
going to be any political opposition. 

Let me tell you, if vou come out 
with the Food Security Bill, no politi- 
cal party is going to oppose it. No 
political party is going to oppose the 
Mahatma Gandhi NREGS. No political 
party is going to oppose any other 
political measure that this govern- 
ment is going to take. And that is 
where the danger lies. Fiscal pru- 
dence is not an accepted political 
theology in India. 

It is only the duty of the Prime 
Minister and the FM to be sensitive to 
the fiscal stress and the economic 
consequence of fiscal stress. This is 


Mukheriee is facing in this Budget 
apart from myriad other challenges. 


L/ 





mess we see at the moment. 





Kalbag: Dr Kumar, from an ana 
cal point of view what do 
about these points: 

Rajiv Kumar: ] agree with Mr Sinha. 
This is a critical Budget. Since 
January, the market has given the 
benefit of doubt to the government. 
You have seen the rebound of 
rupee, but that will quickly disappear 
if the Budget does not meet the 
requirements. 

Secondly, the government has to 
bite the bullet. And the onus ot creat- 
ing a consensus on nece 
nomic measures is always on the 
ruling government. | just wart 
take a few minutes to explain why 
feel sceptical. Not with the UPA, but 
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with the political class as a whole. It 
is the complacency about India 
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Therefore, the government and the 


to take care of how to distribute the 
revenue, to take the best advantage 
of electoral prospects rather than try 


and ensure that the growth is 
achieved. 


Kalbag: Dr Chakraborty. can | bring 
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you in here: 
Samiran Chakraborty: From an 
economic point of view, there is a lot 
of concern about many things for 
which we pat (ourselves) on the 
back: the demographic dividend, 
domestic demand and so on. They 
are actually blinding us to the risks 
five years from now when there will 
be problems like job creation, skillset 
shortage. This means some domestic 
fundamentals are not working prop- 
erly. I feel the demand side of the 
economy is still doing fine. But the 
supply side is a problem. 
Unfortunately, most policymak- 
ers talk about demand management. 
There is not enough focus on the 
supply enhancing reforms. 


Kalbag: Mr Damodaran, what do 
you think is happening on the corpo- 
rate side and on the regulatory side: 
We just don't seem to move forward. 
M. Damodaran: | sense that some- 
where maybe we have moved from 
denial to recognition that there are 
real problems. I think there is an 
understanding of what needs to be 
done. The missing piece is the will- 
ingness to do what you know needs 
to be done. I don't see a single Budget 
addressing this. 

Another thought, the numbers 
that are put out in the Budgets. With 
every passing year, they are becom- 
ing less reliable, less credible. 

Now, you talked about what 
corporate India needs to do in this 
scenario. | might lose friends if I say 
this but they have been projecting 


themselves as victims of a process of 


inadequate governance and they 
might like to look at how much they 
contributed. Was there contributory 
negligence involved in where we 
have reached now? It is unwilling- 
ness to do anything about it, that to 
my mind, describes the situation and 


“You know the manner in which fiscally imprudent schemes are taken up, there is not 
going to be any political opposition" YASHWANT SINHA 
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not inability to do anything about it. 


Kalbag: Mr Butani, what do you 
think about the delay in Direct Tax 
Code and Goods and Services Tax: 
Mukesh Butani: As far as DTC is 
concerned, | would rather go back to 
the reforms that Mr Sinha initiated 
in 2002, when Dr Vijay Kelkar was 
appointed as advisor. At that point in 
time, the government not only 
looked at ways and means to expand 
the tax base, it also looked at the 
functioning and efficiency of the tax 
administration. This has become a 
politically difficult exercise of how do 
you go and question the administra- 
tion as to how effectively it is work- 
ing. So, you have this tax adminis- 
tration, whose functioning and eff- 
ciency in my view, are big question 
marks. 


Kalbag: Dr Chakraborty, you have 
been out of the Delhi kind of environ- 
ment. If you had to give the FM a few 
bullet points on what he needs to 
address right on top of the speech, 
what would you go for? 

Chakraborty: I think we have to be 
realistic and distinguish clearly 
between the Budget numbers and 


policy thrusts. I am not too hope- 


ful on the 'manage- 
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Kalbag: | am a bit of a sceptic on the 
theory that a nation of our size can 
keep going purely on domestic 
demand. We have to be global and 
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"You have this tax administration whose 
functioning and efficiency in my view 
are big question marks” 


“There seems to be anassumption that 
7 per cent growth rate is in our pocket and 
we will earnit despite everything” 


RAJIV KUMAR 


become much more of a manufactur- 
ing and exporting nation. 
Rajiv Kumar: | would like to distin- 
guish domestic demand between 
investment demand and consump- 
tion demand. This time, we need a 
much sharper and smarter increase 
in investment demand. And the 
opposite is happening. 

Consumption demand is being 
perked up, while investment demand 
is coming down. Second, we need to 
give a lot more attention to the sav- 
ings side of it as well. While public 
sector dissaving has increased, 
growth has come down. 
Damodaran: | have three key points: 
The bond market will not come into 
existence in any significant way as 
long as RBI is in charge of the respon- 
sibilities of the government securities 
market. 

| would like to see the Finance 
Minister announce that states that 
are doing their bit for skill develop- 
ment should be incentivised. The last 
point is the rural infrastructure devel- 
opment fund — can we use this money 
meaningfully to see that rural infra- 
structure is created and rural econ- 
omy benefits: 
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Kalbag: Do you actually believe that 
if Mr Mukherjee were to reach out to 
all parties there could be a sitting 
together in a best practices discussion 
where there is a consensus: 

Sinha: There are two ways of doing 
it. One is you have the National 


Development Council consisting of 


the CMs and the Government of India. 
You have the inter-state council 
where some of the issues can be tack- 
led. These two bodies need to be uti- 
lised much more; then you can build 
a consensus across the border. You 
can't reform state electricity boards 
by talking to political parties. You do 
this by talking to the state CM. 


Kalbag: There is a feeling that 
Indians themselves and foreigners are 
investing in India, despite India. 
Sinha: Most of the recent flows are 
for arbitrage purposes. 
Damodaran: But they are also 
investing for other reasons: there is 
an amount of money globally that 
needs to be invested in some geogra- 
phies, in some asset classes. There 
was a time when India gave the 
highest or the second highest re- 
turn. Money went out of India, 






MUKESH BUTANI 


- 





not because markets were doing 
badly, but (because) those who 
needed money were scraping the bot- 
tom of the barrel in their countries. 
Wherever they had money they were 
taking it out. Global majors did not 
take the money out because they lost 
hope in the market. 

Sinha: Let's be realistic, fiscal recti- 
tude is not an accepted virtue in the 
Indian political system. How many 
people understand what fiscal recti- 
tude is? Let's be realistic it is the prime 
responsibility of the government, and 
in the government, of the PM and the 
FM. Even vour ministerial colleagues 
are not on the same page as you as far 


as fiscal rectitude is concerned. You 

are waging a lonely battle in govern- 

ment on this issue. But vou must be 
attle. 


This is the age of populism. If 
the great reformer of India, Dr 





| Manmohan Singh, does not have 


For video on panel discussion, qo to 


businesstoday.in/budgetT2-roundtable 


f 


. 
A 


" 


Lp TIE d d: 


— — 


— Ld EM te "AEN 

— "uw » = E MEE 
QULA Mie — Exc t 
TR f 


J ‘Som peor 


practice. For me, it 


1 
M 
IE pie ? for at in piratit a8B-1- 25,1287 
f 


glewith the people, soakin the art scene, or just sit bach See you in 
ind feel the vibe of the city in one of its many cafes 
jek Arig how! Downtown CAIRO 


| like to hang o it here to 


n stage. Hope you catch mynext shi 


www.egypt.travel 


ian Tourism Office, 1st Floor, The Arcade,48 »World Trade Center, Cuffe Parade. Mumbai - 400 005, Tel: 022 22189543 








BUDGET 2012 Panel Discussion 


“| am not too hopeful on the expenditure 
management side. On the policy side, 
the sector which needs some direction 
now is power” SAMIRAN CHAKRABORTY 


the appetite for reforms any more 
why should you expect it from the BJP 
or from any other party. I would like 
to end by quoting Napoleon: ‘I am the 
revolution: I destroy the revolution.’ 
| could perhaps say the same thing for 
the Prime Minister, 

Butani: | think our situation is 


precarious. There are a variety of 


reasons for that. We have become 
victims of the welfare politics of the 
current regime. I think, we have gone 
beyond subsidies and living in an era 
of entitlement. And it is human 
psychology that you cannot take an 
entitlement away. Entitlement 
becomes a birthright. The only option 
lor us is to raise the revenue, because 
the opportunity to curtail expenditure 
is very limited. 


Kalbag: Are you optimistic things 
will change for the better, or do vou 
think it will be more ofthe same: 

Damodaran: | am optimistic, be- 
cause I think things have come to 
such a pass that they can only get 
better. There is recognition that we 
need tough decisions to be taken. and 
that you cannot pretend that prob- 
lems don't exist. The realisation is 
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Kumar: Isn't there a clear stance 
within the government that things 
are not that bad? My fear of this com- 
placency is perhaps a deeper one. 
And this is a real concern. Senior 
people in the government keep telling 
me: with seven per cent growth rate 
you guvs are still cribbing. And that 
is what really scares me. 

Butani: In the last ten weeks the 
news headlines are: RBI acting in a 
way that inflation is behind us, rupee 
has strengthened; stock market is up 
24 per cent — the highest return any 
emerging market anywhere can de- 
liver. This is absolute rubbish! These 
three facts are making people believe 
we are right on track. We are ignor- 
ing fundamental issues, 

Damodaran: I tell you why I make 
this statement. I see hope in the state- 
ment of the finance minister when he 
said I am beginning to lose sleep. 
When a finance minister begins to 
lose sleep, I think is a good sign, it is a 
good recognition that he needs to fix 


a few things. I do not attach a lot of 
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“The bond market will not come into exist- 
ence in any significant way as long as RBI is in 
charge of the responsibilities of government 
securities market" M. DAMODARAN 





importance to stock market move- 
ment or the way the rupee 
has moved. Money is also coming 
into the stock market because of the 
exchange rate. 

Sinha: I think it is quite clear that the 
direction is clear. We need to go back 
to the path of fiscal rectitude. It is 
good for the people of this country - 
you can't have uncontrolled fiscal 
deficit and people's welfare side by 
side. I think this Budget is a good op- 
portunity for systemic reforms. And 
third, to give a clear signal that gov- 
ernment means business. That the 
days of policy paralysis are over. Take 
steps which will ensure investments 
start flowing. Government of India 
must work with RBI. RBI has auton- 
omy, but autonomy does not mean 
absence of dialogue. I continue to be 
very optimistic about the future, be- 
cause domestic demand will continue 
to rise, and that is what has driven 
the economy and will drive it in fu- 
ture. You make money affordable 
and available and instil investor con- 
fidence and people will start buving 
and industry will start investing. € 


Send your comments to editor.bt@intoday.com 
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WAITING FOR 
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The Budget needs to create incentives for investment. If not, 
growth will slow down further. By SHWETA PUNJ 
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2 umbers never lie, and they 
always tell a story. If any- 
thing, the recent numbers 
released by the Central 
Statistics Office (CSO) tell a very dismal 
tale. The investment rate, the growth 
driver of the economy. is expected to 
drop to 29.3 per cent of gross domes- 
tic product (GDP) in fiscal 2011/12 
from 30.4 per cent a year earlier, ac- 
cording to CSO's advance estimates. 
That decline may not seem severe. 
But compared with four years ago, 
when the investment rate accounted 
for 32.9 per cent of GDP, it certainly is 
a sharp fall. Ideally, the rate should be 
rising steadily each year. 

Investment and growth reinforce 
each other — if one is in decline, the 
other follows suit. The dismal invest- 
ment numbers partly explain why 
the government has revised its GDP 
growth estimate for fiscal 2011/12 
downwards to 6.9 per cent. That 
would make it the second slowest rate 
of growth in nine years. Other esti- 
mates suggest that the decline will be 
sharper, at 6.5 per cent. If the econ- 
omy is to grow at eight to nine per 
cent, the investment rate should have 
gone up instead of coming down. 

The government is certainly 
aware of the investment imperative. 
The Prime Minister's Economic 
Advisory Council (PMEAC), chaired 
by C. Rangarajan, has said that the 
decline in investments is one of the 
most important issues that the gov- 
ernment has to address. 

But that's easier said than done. 
The CSO's advance estimates say that 
total investments (public and pri- 
vate) in fiscal 2011/12 will likely 
grow 5.6 per cent to 317.95 lakh 
crore as against 7.5 per cent (217 
lakh crore) earlier. 

The declines will be weighing 
heavily on Finance Minister Pranab 


Mukherjee’s mind as he finalises his 
Budget for the next financial vear. 
Mukherjee is aware that there will be 
no real infrastructure and capacity 
addition in the economy unless there 
is growth in investments. No major 
government projects have been an- 
nounced in recent years and the 
private sector has been forced on to 
the backfoot. The CSO numbers sug- 
gest that growth in private sector 
investments will moderate to 3.8 per 
cent this financial year from 4.7 per 
cent last year. Clearly, the high inter- 
est-rate environment, policy flip-flops 
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On its part, the Reserve Bank of 


India (RBI) has been moving in the 
opposite direction, at least for the last 
two years ~ it has increased interest 
rates 13 times since March, 2010. 
“The whole logic of raising interest 
rates is you want to slow down ag- 
gregate demand, especially invest- 


ment demand. You make the cost of 


borrowing higher by raising interest 
rates — investment will obviously get 
postponed," says Sudipto Mundie: 
economist and emeritus professor at 
the National Institute of Public 
Finance and Policy. 
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and power/gas shortages have taken 
a toll. 

Expectations are therefore high 
that the Budget, which will be pre- 
sented on March 16, after the assem- 
bly election results, will push 
through long-pending reforms. 

“There has not been too much 
allocation towards investment (sup- 
ply). There has been too much focus 
on consumption (demand). By that, 
I mean subsidies and waivers (in 
previous budgets),” says D.K. Joshi, 
Principal Economist at ratings 
agency CRISIL. 
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Mithun Chittilappilli, Executive 
Director at V-Guard Industries, 
India's biggest voltage stabiliser 
maker, is doing just that. “We have 
done some of our capex and will 
postpone some new investments." 

Easing interest rates could boost 
investment in rate-sensitive sectors, 
but it will not have much of an im- 
pact on investment in other sectors, 
such as power. “A lot will also de- 
pend on the dynamics of the global 
economy, says Samiran 
Chakraborty, Regional Head of 
Research, Standard Chartered Bank. 
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“It is encouraging that the prime minister has committed to address 
issues like the power shortage. We might not jump to nine per cent 


growth but we will stop the decline" 
DR PRATHAP REDDY, Chairman, Apollo Hospitals Grou 





Investment growth was in dou- 
ble digits in the five years before the 
2008 crisis, when GDP growth was 
over nine per cent for three consecu- 
tive years. But since 2010, invest- 
ments have been adversely affected 
by a combination of rising interest 
rates and policy problems. During 
the Tenth Plan, total investment in 
the power sector was $60 billion. In 
the Eleventh Plan, it is expected to be 
around $1 33 billion, most of it from 
the first three years. 

Pulok Chatterji, Principal 
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Secretary in the Prime Minister's of- 
fice, has now been tasked with find- 
ing ways to get things moving again. 

“Interest rates coming down will 
not help much unless the fuel supply 
situation improves," says Subba Rao 
Amarthaluru, Chief Financial Officer 
of GMR, one of the largest infrastruc- 
ture groups in the country. In the 
short term, that is unlikely to hap- 
pen. India's oil supplies may be dis- 
rupted in the wake of the Iran crisis 
and prices have already started ris- 
ing. Currently, India spends $106 
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billion on oil imports. Any increase 
in that bill will mean Mukherjee has 
less to spend elsewhere. Declines in 
coal and gas supply are not helping. 
"Importing gas and coal is not a solu- 
tion because we will not be able to 
sell that kind of (expensive) power in 
India," says Amarthaluru. And im- 
ports will also widen the fiscal deficit. 

How the government manages 
that deficit is something investors 
will be looking at closely. In all likeli- 
hood it will miss its ambitious fiscal 
deficit target of 4.6 per cent for 
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2011/12 and end the year with a 
deficit of 5.6 per cent. 

Fiscal consolidation in 2012/13 
is one of the more challenging tasks 
facing the government, say 
economists. The fiscal deficit target 
for the year is 4.1 per cent. 
According to Rohini Malkani. 
economist with Citi, pressure points 
for fiscal 2012/13 include: Right to 
Food and the losses incurred by state 
electricity boards. This is likely to 
result in a deficit in the 5.5 to 5.8 per 
cent range," says Malkani. 


"Ifthere are signals that the gov- 
ernment is not tough on fiscal con- 
solidation, there will be adverse ef- 
fects on financial markets, and there- 
fore, on investments," says Mundle. 

On the revenue front, the govern- 
ment could look at reviving its disin- 
vestment agenda. The 2G spectrum 
auction could be another bonanza. 
But with the current policy uncer- 
tainty, nobody is willing to hazard a 
guess on how that will go. 

Also, a lot of potential revenue is 
lost through tax exemptions. A rough 
estimate puts this at six per cent of 
GDP, nearly double of India's subsidy 
bill. Capping tax exemptions could 
shave about half a percentage point 
from the ballooning fiscal deficit. 
Expanding the service tax net by tax- 
ing all services except a few in a nega- 
tive list could raise revenues and 
bring the deficit down by another half 
percentage point. 

The outlook appears gloomy, but 
there is some positive talk. "I con- 
tinue to be very optimistic about the 
future, because domestic demand 
will continue to rise," says Yashwant 
Sinha. a Bharatiya Janata Party 
leader and former finance minister. 

Prathap Reddy, who runs the 
Apollo Group. a large hospital chain, 
is also hopeful. "It is encouraging 
that the prime minister has commit- 
ted to address issues like power short- 
age. We might not jump to nine per 
cent growth but we will stop the de- 
cline." The Budget will go a long way 
in determining if the decline is actu- 
ally arrested or not. 

ADDITIONAL REPORTING BY 
K.R. BALASUBRAMANYAM 


Send your comments to editor.bt@intoday.com 
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Fiscal compulsions might prevent Pranab Mukherjee from 


B 
* 


individual tax payer. 


he tax proposals in any fis- 
cal Budget are decisions 
based on political consider- 
ations. Whether it is a cut 
here or a hike there, they are deci- 
sions taken by a politician, not a bu- 
reaucrat. Given this, stakeholders in 
the four industries covered in this is- 
sue — auto, infrastructure, consumer 
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The Direct Taxes Code (DTC), which is currently being discussed by the 
Parliamentary Standing Committee, proposes to hike the income tax exemption to 
32 lakh from the present exemption limit of 21.8 lakh. It also recommends an expansion in the tax slabs to 22 lakh- 5 lakh, 
5 lakh-10 lakh and above 10 lakh for the tax rates of 10%, 20% and 30%, respectively. 


If DTC is not going to be rolled out by April 2012 as promised, the upcoming Budget may be used to provide relief to the 


granting significant tax concessions 


By SANJIV SHANKARAN 


goods and information technology — 
should perhaps lower their expecta- 
tions this year — the portents are not 
good. The same goes for individuals. 

According to an income tax 
officer, who retired a few years ago, 
bureaucrats working on the Budget 
look for ways to raise revenue. Tax 
breaks come from “politicians, and 














Source: Ernst & Young 


only when they want to incentivise". 

Incentivisation may not be high 
on the agenda this year. So, the 
chances of any tax breaks in the 
Budget are slim, concluded a panel 
that discussed Finance Minister 
Pranab Mukherjee's options (see Last 
Chance To Get It Right) at a discussion 
held in Business Today's office on 
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INFRASTRUCTURE 


The infrastructure sector, accounting for a fourth of 
industrial output, is a propeller of economic growth 


CURRENT TAXES 


* Effective corporate tax rates: 32.4596 (domestic 
companies) and 42.0296 (foreign companies) 


* Minimum Alternate Tax (MAT): 18.596 (* surcharge & 





India is one of the largest FMCG markets, but suffers 
from price instability and poor distribution networks 


CURRENT TAXES 


9 Effective corporate tax rates: 32.4596 (domestic 
companies) and 42.0296 (foreign companies) 


9 MAT: 18.5% (plus surcharge and education cess) 


education cess) 


* MAT provisions also applicable to Special Economic 


Zones from fiscal 2011/12 


* Service tax 10.3% / 41296. Customs duty on 


some projects 


| € Reforms such as income tax exemption 


€ Service tax net may widen, ruling out 


out more tax breaks 


€ Customs duty exemption on mega projects may go 





February 20. The panel comprised 
BJP leader and former finance minis- 
ter Yashwant Sinha, former SEBI 
chief M. Damodaran, BMR Advisors 
chairman Mukesh Butani, FICCI sec- 
retary general Rajiv Kumar and 
Standard Chartered Bank Research 
Head Samiran Chakraborty. It identi- 
fied fiscal stress as the single biggest 
challenge facing Mukherjee. 
Separately, Durgesh Shankar, 
former member of the Central Board 
of Direct Taxes (CBDT), who worked 
on last year's Budget, said Mukherjee 
would joke: "I have an infinite appe- 
tite (for revenue)." One way to satiate 
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9 Excise duty ranging from 5-10% for different 








that appetite would be to turn down 
most requests for a fiscal concession. 

Mukherjee, in fact, may have no 
choice but to go in for some belt- 
tightening. The fiscal deficit (excess of 
expenditure over income, which is 
covered by loans) is set to overshoot 
last year's Budget estimates of 4.6 per 
cent of gross domestic product (GDP) 
by a full percentage point or more. 
Consequently, industry may have to 
wait longer to see some of its keenest 
fiscal wishes become a reality. 

The auto industry could be af- 
fected more than most other sectors 
by the government's fiscal compul- 


categories of products (1% on certain products) 


® No significant relief for the industry 


® Excise duty and service tax unlikely to fall. 
instead duty may rise by 2%. Some currently 
exempt products may be included in excise net 


€ Government may incentivise R&D activities 





sions. On December 22, the Prime 
Minister's Economic Advisory 
Council recommended that the me- 
dian excise duty be increased to 
bridge the fiscal deficit. On the back of 
high interest rates, an increase in 
excise duty on cars would hurt the 
industry. 

Another worry for the auto in- 
dustry is about diesel cars being tar- 
geted through some sort of fiscal dis- 
incentive, as the boom in this seg- 
ment has an impact on the fiscal 
deficit. Subsidised diesel sales have 
widened the deficit and finance min- 
istry mandarins have indicated that 
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AUTO 


Rising interest rates, rising input costs, the rupee's | 
fall and labour issues have hit the industry hard 


CURRENT TAXES 


9 Effective corporate tax rates: 32.45% (domestic 
companies) & 42.02% (foreign companies) 


æ Excise duty ranging from 11.50% (some small cars) 


to above 2496 


€ Customs duty ranging from 28.30% to 109% 
9 18.596 MAT (+ surcharge and education cess) 





there is a strong likelihood that they 
will be taxed more. 

KPMG, which worked with BT to 
examine fiscal issues for various sec- 
tors, identified a list of direct and indi- 
rect tax breaks industry hopes to get. 
For instance, the infrastructure sec- 
tor hopes to get concessions on am- 
ortisation of development costs, given 
the long gestation period of a typical 
infrastructure project. In addition, 
the sector wants concessions to im- 
port machinery at lower prices. The 
wish list has remained pretty much 
the same over the last few years. 

In fact, the wish lists of industry 
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IT/ ITES AND BPO 


Rising costs and the uncertain global environment 
have put the industry in a spot of bother 


CURRENT TAXES 


as a whole, given to the finance min- 
ister every year, are predictable, says 
Durgesh Shankar. The predictability 
of these wish-lists makes it possible 
for finance ministry bureaucrats to 
give their famous 'blue sheet' to the 
minister three months before D-Day. 
Simply put, the blue sheet is a first 
cut of the Budget numbers. 
According to D. Swarup, member- 
convenor of the Financial Sector 
Legislative Reforms Commission, 
who was at the heart of the Budget 
making process between 1999 and 
2005, it is a single sheet that cap- 
tures the entire Budget and the as- 


Source: KPMG 


| 9 Corporate tax 32.5% (domestic companies), 42% 
| (foreign companies) 


€ 18.596 MAT (* surcharge & education cess); 

€ MAT provisions also applicable to SEZs from 2011/12 
€ 10.3% Service tax on revenues 

€ 4% to 5% Value Added Tax on software, licences 


: ificant relief - i 
| - ' Possible increase in service tax and troduction - 
| oot negative list may only i increase tax burden D 


: P Excise duty on IT equipment. may te hiked. 
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“Black 
on light blue was more distinctive 


sumptions underpinning it. 
than black on white,” he reminis- 
cences. 

Ernst & Young, which worked 
with BT to analyse potential changes 
in personal tax, concluded that 
Mukherjee may offer individuals 
some of the benefits proposed in the 
Direct Tax Code. On the heels of two 
years of high inflation, a decline in 
tax liabilities is something that would 
cheer the taxpayer. And it would also 
be politically prudent. @ 





Send your comments to editor.bt@intoday.com 
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the Supreme Court (SC) in the 

Vodafone case, people have been 
speculating whether the revenue depart- 
ment will respond by including provisions in 
Budget 2012 to stem the tide of perceived 
loss of tax revenues in broadly similar cases. 
In fact, the underlying assumption that 
holding company structures, such as the one 
referred to in the Vodafone case, can be dis- 
mantled by introducing suitable provisions 
in the law, is fallacious. 


F ver since the landmark judgment by 


The moot question is whether the 
introduction of the much talked about 
General Anti-Avoidance Rules can, in the 


future, provide ammunition to the tax 
officer to challenge legitimate corporate 
structures, such as in the Vodafone case 





The SC in the Vodafone case gave two 
clear messages. One, you cannot simply 
disregard legal corporate structures, espe- 
cially those which have been set up and 
have remained operational for a considera- 
ble period of time, simply because you do not 
like the tax result flowing from a particular 
transaction within that structure. In other 
words, when there is a legitimate commer- 
cial or economic objective which can be 
achieved from having a particular corporate 
structure, the fact that tax may be avoided 
by using this structure cannot be held 
against the taxpayer, and the legal form in 
such circumstances has to be respected. 

At the same time, the apex court has 
made it clear that structures which have 
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= Seek Effective Solutions 


clearly been set up to evade tax — or as a 
subterfuge or fraud — can be disregarded. 
The corporate veil can be lifted to deny the 
promoters the benefit of such tax evasion. 

The moot question therefore is whether 
the introduction of the much talked about 
General Anti-Avoidance Rules (GAAR) can, 
in the future, provide ammunition to the tax 
officer to challenge legitimate corporate 
structures, such as in the Vodafone case. It 
is this author's belief that a sensibly worded 
GAAR, if applied sensibly as well, will not 
stand in the way of such legitimate corpo- 
rate structures. 

Therefore, the revenue department will 
need to look at an alternative provision such 
as taxation of ‘indirect transfers’ if the tax 
policy objective is to rope in Vodafone-like 
transactions for taxation. 

In this regard, the proposed indirect 
transfer provision in the Direct Tax Code 
(DTC) is a useful pointer to the shape of things 
tocome. Ifthe government is determined to 
introduce such a provision, the knowledge 
that, in principle, transactions where more 
than 50 per cent of the value is derived from 
assets located in India will be taxed, should 
provide a measure of certainty and comfort 
to foreign investors. They know they will not 
be hounded in all circumstances by the tax 
authorities in relation to such transactions. 

Therefore, a specific Anti-Avoidance 
Rule like indirect transfers, would be a far 
more effective response to tax policy than 
attempting to invoke the GAAR in transac- 
tions of the Vodafone kind. It is hoped that 
the revenue authorities do not get carried 
away by the Supreme Court verdict and try 
to use the legislative framework to avenge 
the setback in the Vodafone case. 


The author is National Tax Leader. 
Ernst & Young. Views are personal 
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When ‘Negative’ Is a Positive Step 


! ith the introduction of the Goods 
and Services Tax (GST) delayed due 
8 toa political deadlock, it is likely 
that the Centre will bring about some sig- 
nificant changes in indirect taxes in the 
forthcoming Union Budget, as a roadmap 
towards aligning at least the central levies 
with an eventual GST. 





With the Empowered Committee of 


State Finance Ministers having endorsed 
them already. the most significant of the 
changes expected in indirect taxes is the 
introduction of the ‘negative list’ concept in 
service tax. The Centre, through the 
release of two concept papers for discussion, 
has already signalled its intention to widen 





the service tax base and improve revenues. 
The introduction of the negative list can be 
seen as an interim step towards implemen- 
tation of GST in the near future. There can 
be debates around its timing, and several 
stakeholders would have preferred this to 
have been brought along with GST, but the 
pressure of fiscal consolidation and result- 
ant need for revenues makes this an immi- 
nent change. The concept of negative list 
will pave the way for a simpler GST design in 
the future. 

The endorsement by the states has come 
with a contentious rider, asking the Centre 
to refrain from taxing areas that are within 
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the states’ domain: construction. entertain- 
ment, meals in air-conditioned restaurants, 
etc. It will be interesting to see, once the 
negative list is officially announced, how the 
Centre has responded to the states’ demand. 
It is most likely that it may largely accede to 
the request, which will bring some relief 
to industry. 

There is a serious issue of overlap 
between the Centre and the states in their 
taxing ambit, which has led to double taxa- 
tion in areas like telecom, construction. etc, 
which in turn has sparked litigation, apart 
from creating uncertainty for industry. This 
contentious issue of double taxation can 
only be resolved by an early implementation 
of GST. 

The introduction of the negative list 
should also preferably be accompanied by 
equitable changes in several others areas of 
service tax law. There is need for a clear 
definition of ‘service’. for clear place of sup- 
ply rules and revised credit rules. The hope 
is that the policymakers will come out with 
a concept that is fairly unambiguous. This 
will provide much needed certainty to taxes. 

Another area where change is expected 
is in the list of items exempted from Central 
Excise. This is a continuing exercise. In the 
last Union Budget an additional 130 for- 
merly exempted items were brought under 
the purview of excise duty at a nominal rate 
of one per cent. The effort was to prune 
excise duty exemptions to align them with 
limited exemptions — such as in the case of 
State Value Added Tax - and have a more or 
less similar pool as a precursor for GST imple- 
mentation. The feeling is that this vear 
exemptions on more items will be with- 
drawn along the same principles. + 


The author is Tax Partner and National Leader 
— Indirect Tax Services, Ernst & Young. 
Views are personal 
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* Schedule 'A' PSU * 43 completed projects", 130 ongoing projects and 
59 forthcoming projects in PMC segment as of September 30, 2011 
* 11 completed projects and 14 ongoing projects in Civil Infrastructure 
for power sector segment with a contract value of * 7,875.43 million 
* Income from operations increased from % 14,424.48 million to 





t 31,267.72 during FY 2007 to FY 2011 at a CAGR of 21.3% pa di at a 

* Order Book for the PMC and Civil Infrastructure for power sector is N BCC 
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2012 Budget Expectations for the Real Estate sector 


GDP. In the next five years, this contribution to the GDP is 

expected to rise to 6 per cent. Indian real estate sector has 
seen an unprecedented boom in the last few years. This was ignited 
and fueled by two main forces. First, the expanding industrial sector 
has created a surge in demand for office-buildings and dwellings. 
Second, the liberalization policies of Government have decreased the 
need for permissions and licenses before taking up mega construction 
projects. 
In view of above, governmental action is required in adequate 
measures to let the sector grow and also generate sufficient reserves to 
continue investment in the sector, | would like the budget to incorporate 
following considerations of housing sector: 


| ousing Sector contributes almost five per cent of the country's 


1. Granting industry status to the sector. 


2. Government should create an ‘affordable housing fund’ which 
shall assist projects that are delivering majority of houses of size 
1000 sq ft and smaller. Further, affordable housing policy should be 
formulated to provide better quality of housing at reduced costs. Tax 
rebates, excise duty reduction, stamp duty waivers and expansion of 
the interest subsidy on loans from 10 lakhs to 25 lakhs, should be the 
necessary tools for such policy action. 


3. One of the sectors that have been severely impacted by the global 
economic downturn has been the Indian real estate sector. In the 
past 12 to 18 months, the sector has experienced liquidity crunch 
coupled with slowdown in demand. Though in the past month or so, 
there have been some signs of a revival; there is a clear need for the 
Government to provide additional stimulus to the sector to put it back 
on the growth path. 


4. There is need for simplification and rationalization of the overall 
indirect tax structure which is currently plagued by multiplicity and 


classification issues. The current income tax benefits on deduction of 
interest on housing loans are considered inadequate. Any steps to 
reduce interest rates on housing loans are welcome in the current 
market conditions. The centre should issue guidelines to bring 
uniformity in these rates across states. The rate of stamp duty should 
also be brought down. Goods and Services Tox (GST) should be 
introduced and the Real Estate sector should be included under the 
ambit of this single tax regime. This will simplify transaction costs 
(which currently include stamp duty) and give developers a set-off or 
credit on the taxes paid on construction material and services. 


5. The industry also expects more sops and re-introduction of tax 
holiday for affordable housing projects. With a rapidly growing urban 
population, the government needs to allocate funds for development 
of satellite towns. 


6. In addition to this, as the environment becomes more fragile with 
every new development, the logical way forward is to think green. The 
government should benchmark apex bodies and provide a structured 
approach through higher levels of depreciation and tax breaks for 
certified green building. 


7. Introduction of REITs should be expedited. To address the housing 
shortage and provide quality housing facilities, rental housing as a 
concept is an effective tool. Such concept cannot survive unless there 
are REITs who can provide an exit. 


8. Faster implementation of plans under Rural Infrastructure 
Development Fund projects would logically improve the real estate 
potential of smaller towns. 


9. Increasing the limit of tax exemption for home loan repayments will 
encourage more people to buy properties, it will open up the demand 
which actually exists. 





If you are planning to enter into a benami property transaction, 
beware of the proposed amendment in the legislation. You 
might not only lose your property, but you may also have to 
serve a jail term of 6 months to 2 years and pay a fine of up 
to 2596 of the market value of the property. 


A proposed law christened through a Persian word is set to 
change the way many people in the country seal property 
deals. Benami - Persian for ‘without name'- real estate deals 
may be history once the Benami Transactions (Prohibition) 
Bill, 2011, tabled in Parliament, becomes a law. It will apply 
across the country, except Jammu & Kashmir. 


The government has taken this step in view of public anger 
against black money. Real estate, especially land, has for long 
been a preferred place for parking black money. Any property 
held by a person on behalf of the real owner for any gain is 
called benami. A property transaction in a fictitious name or in 
which the owner claims no knowledge of the arrangement is 
also a benami deal and will be covered by the proposed law. 
Even movable properties like gold and company stocks will 
come under the purview of benami transactions. 


"The Bill defines benami property as one belonging to a 
non-existent person or a person without known sources of 
income. In other words, the property is not in the name of 
the person who has paid the money," says Anshul Jain, CEO, 
DTZ India, a real estate consultancy. Benami transactions are 
illegal under the Benami Transactions (Prohibition) Act, 1988, 
as well. The proposed law does not have any provision for 
converting a benami property into a legal one by establishing 
ownership rights or paying a penalty. It clearly says that a 
benami property cannot be re-transferred to the original 
owner or any other person. 

However, if you have bought properties in the name of your 
spouse or children, there is no need to worry. The Bill does not 
cover deals entered into in the name of spouse, siblings or any 
lineal ascendant or descendant. 


"The new legislation will bring the much-needed transparency 
into the system and is expected to control the flow of 

‘unaccounted funds’ into the real estate sector,” says 
Jain. 










"The real estate industry and all 
stakeholders will benefit from the new 
legislation. The end users will gain 
as title risks will be minimised. These 
provisions will lay the ground for 
state governments’ commitment to 
ensuring clear property titles,” says 
Panjwani. 


Benami properties which — earlier 
managed to escape the judicial 
system due to vague legislation will 
become open to challenge in courts. The 
proposed legislation will result in more such 
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properties being confiscated, either for auction or use by the 
government. 


So, what impact will the move have on supply of properties in 
the market? Not much, say experts. 


Times have seldom been as tough for home buyers. Lenders 
have increased interest rates a number of limes in 
months. On another front, the land acquisition 
becoming too hot to handle. 





In Noida Extension, for instance, the court order came of a 
time the buyers had paid substantial money to the builders. 


Whether higher barriers fo parking of black 
properties impact prices or not, the new law will bring the 
realty sector closer to a more transparent system. End users 
will gain from the change. 


money in 


BEYOND THE BROCHURE 
What should you look for while buying o property? Generally, 
buyers focus on the price, area, number of rooms, location, 
possession date, etc. There are many other points, such os 


finances of the builder and legal clearances to ihe project, 
that are equally important. "The market is going through à 
tough time. There is no liquidity, property prices ond interest 
rates are high, the global economy is jittery and the domestic 
equity market is erratic, making it a challenging environmen 
for property developers. In this scenario, it makes sense io do a 
financial health-check of developers and their projects before 
investing," says Vineet K Singh, business head, 99ocres.com, 


a property portal. 








Sadly, aspects like the reputation of the builder, the status of 
the land title and the price break-up-which shoud be key 
to arriving at a decision-do not figure on buyers’ checkusis, 
Here, we list some points and how you, as o buyer, should 
look at them. 


Builder's Reputation: As a buyer on a tight budget, who is 
probably taking a home loan, properties under construction 
are more attractive than the ready-to-move-in ones. They are 
more affordable and offer flexible payment options. 


However, the risks are also higher, os timely proiect completion 
will depend on the builder's resources and eficency. 
Therefore, when buying an under-construction property, it is 
important to check the developer's delivery record. 


Remember that lack of transparency is a good enough reason 
to delete a project from your short list. 


Past performance: "Track record is one of the most important 
factors to be considered while finalising a property. A builder 
with a good reputation and long experience is likely to be o 
long-term player and one con expect it fo have a professional 
approach with proper systems and processes in place.” 
says Ganesh Vasudevan, vice president and business head, 
Indiaproperty.com, a real estate website. 
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Current market prices of a developer's past projects are a 
good indicator of its standing in comparison with peers. If 
you are buying from a new builder, do a more thorough 
investigation. 


Internet makes research easy. Usually, a lot of information is 
available on blogs, discussion forums and property websites. 
However, this is secondary information. Since stakes are 
high when investing in a propery, it is better to do personal 
research. 


“Enquiries with local brokers and current customers help,” 
q 
says Singh of 99acres.com. 


Financial standing: While the source of funds and the debt 
a builder has taken are important, getting this information is 
difficult as most builders are not listed. "Some builders give 
these details when asked, but verification is a difficult task," 
says Vasudevan. 


"What one should look for is a company with strong cash 
flows as such a company is likely to execute projects well," 
says Singh. 


“A buyer should check if the project is funded by a bank and 
whether all approvals are in place," says Mohammed Aslam, 
chief operating officer, residential services, Jones Lang LaSalle 
India. 


Real Estate Rating: Crisil Real Estate Star Ratings (Crest), 
launched last year, provides key information about projects in 
a standardised manner. “This is perhaps the only independent 
rating of developers and is very useful,” says Vasudevan. 


The factors the rating agency looks for are the quality of 
documentation, construction-related risks, financial flexibility/ 
viability and the track record of the builder. 
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^While buyers are interested in additional information and 
expert opinion, they are constrained by inadequate information 
given by the developers, absence of a centralised repository 
or registry on projects and lack of objective, credible opinion. 
Crest guides buyers by giving opinion on the project they are 
interested in. The rating indicates the quality of the project," 
says Akash Deep Jyoti, head, real estate ratings, Crisil. 


CREST also enables buyers to track the progress of the project. 
"Key project information and progress photographs are 
available on our website," he adds. 


It is particularly useful for customers who buy a property 
outside their city of residence. Crisil has so far rated at least 
80 projects in about 20 cities. 


This doesn't imply that a project without Crisil rating is a bad 
choice. If you are interested in such a project, see table below 
for Non-rated Projects, to know how you can check a builder's 
reliability. 


BENEFITS OF RATINGS 


For investors: Since they give incentives to developers to 
maintain standards with respect to legal and construction 
practices, they are expected to ensure orderly growth of this 
sector. 


For developers: Ratings are expected to help developers 
mobilise funds for projects and market them effectively. Also, 
ratings can be used to present the company in a favourable 
light to foreign collaborators as they can help individual and 
institutional investors frame investment policies. 


For lenders: Some banks and term-lending institutions in India 
use Crisil-Naredco (National Real Estate Development Council) 
ratings as cut-off points for limiting exposures. They also use 
them as the threshold point for fixing margin requirements, 
collateral, interest rates and other terms. Source: Naredco 


Checks for Non-rated Projects 


In case a developer or a project is not rated, you can adopt 
the following methods to evaluate the soundness of the project 
you plan to invest in: 

* Start from the developer or project website and collect as 
much information as possible 

* Collect market feedback from past customers, brokers and 
local agents. Check the delivery record of past projects 

* Verify the marketability and check for the nil-encumbrance 
status of the project land 

* Examine key clauses related to possession date, 
cancellation, compensation and payment terms in the draft 
sales agreement 

* Go through the balance sheet (if the company is publicly 
listed) and market news (if financials not available) to asses 
the financial viability of the project 

* Check the credentials of contractors associated with the 
project 
















* Avoid buying when getting information on the developer 
and the project is difficult 


Legal verifications: i! is important that you verify title papers, 
construction certificate, clearances from municipal authorities 
and latest tax receipts. Don’t hesitate to ask for copies 
of all necessary permissions prior to making a financial 
commitment. 


A clear land title is a must and should be validated. "The buyer 
should check whether the land on which the project is coming 
up has been registered and development rights transferred. 
A verification of the last four-five transactions is advised. The 
time frame can be as long as 50-60 years," says Vasudevan 
of Indiaproperty.com. 


Ideally, even pre-launch bookings should happen after the 
land is registered. "However, in many cases, builders announce 
launches even if approval from municipal authorities is 
awaited," says Singh. 


You must also ask for the encumbrance certificate in case 
of old properties. The document lists all transactions related 
to a property, be it sale, lease, mortgage, gift, partition or 
release. 


Another good way to confirm that a property is out of 
legal tangles and has all clearances is to check if financial 
institutions are lending for the project. This is because they do 
the necessary due diligence before clearing loans. 


Getting a property registered and maintaining an up-to-date 
record is a must to prevent fraud and litigation. The law does 
not recognise unregistered owners and does not give them 
any right over the property. 


Zone of property: in urban areas, land is regulated according 
to zonal classification. Apply to the urban development 
authority for a zonal certificate to ensure that the property you 
plan to purchase is in the residential zone. If the area is listed 
under any other category such as commercial or industrial, it 
is illegal to construct a residential building there. 


Sometimes, agricultural land is converted for non-agricultural 
use. In such a case, an application is filed with the tehsildar/ 
deputy commissioner, along with a fee, to get an endorsement 
order. So, if the land falls under the converted zone, don't 
forget to include the endorsement order in your checklist. 


Construction of buildings within 60 metres of highways is 
not permitted. In coastal areas, one cannot build within 200 
metres of the high-tide zone. 


Making the Payment: Besides the price per square foot, which 
builders flash in advertisements to tell you how affordable 
their flat is, there are a number of other costs that can blow 
up your budget. When you buy an apartment, you pay for 
the built-up area. That's a given. But there are costs such 
as floor rise charges, infrastructure fee, car park charges, 
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club membership fee and pre-mainienance charges, too. 
Therefore, ask for a price break-up. 


PAYMENT OPTIONS 


Buying a house is a huge financial commitment. Most buyers 
exhaust their entire savings in just paying a fraction of the total 
cost of the property. The rest is generally funded through bank 
loans. Fortunately, builders offer different payment options to 
home buyers. See which one suits your cash flaw 











Down-payment plans: is the traditional and most common 
mode of payment, where one pays 90-95% of the total cos! 
in 30-90 days from the booking dote. Around 10% comes 
from the customer's pocket, called the ‘down-payment’. 856 
is paid by taking a home loan and the balance 5% is paid o 
the time of possession. 








Construction-linked plans: Under these plans, one pays around 
25-3096 of the total cost in 90 days from booking ond the 
balance in instalments as the construction progresse 
plan is more suitable for people who want to minimis 


i H 


development risks or do not have ready cash in hand. 








Time-linked plan: Here, one has to pay a certain pre-cecided 
proportion of the total cost of the property according fo 
calendar that is set by the builder, irrespective of the 
construction. This is a non-negotiable plan. Even if the project 

















~ ADVERTORIAL 


gets delayed, the customers are contractually bound to pay 
the instalments, making it a bad payment option. 


Flexi-payment plans: This is a hybrid version of down- 
payment and construction-linked plans. Under this payment 
structure, one needs to pay 10% of the property value at 
the time of booking and another 10% within two months of 
allotment. Up to 70% of the payment is done in tranches as in 
a construction-linked plan and the balance 10% is paid at the 
time of possession. 

Also, there are different payment schemes which you should 
know about. 


Some builders offer an upfront payment option at a significant 
discount or give incentives such as an additional car parking 
and furnishings to lure buyers to pay more upfront. "There is 
usually an early-bird discount at launch which may be as high 
as 5- 1096 of the cost of the apartment," says Vasudevan. Most 
large and reputed builders encourage cheque transactions 
and issue appropriate receipts. 


There is also a need to check clauses related to cost escalation 
and penalty for delayed payments to avoid trouble. 


“If you have to take a loan, opt for a lender which has 
approved the project and choose the loan amount and the 
repayment tenure on the basis of your cash flow and income 
growth prospects," says Vasudevan. Even if the purchase 
is self-financed, it is good to pay according to the stage of 
construction to reduce the risk. 


Sample Flats: Developers give wide publicity to ‘sample 
flats.’ But how accurate are they in giving a sense of what 
your house will be like? "Sample flats are showpiece meant to 
incite interest and indicate the ‘lifestyle potential’ of the unit. 
They basically serve the purpose of giving the buyer a sense of 
space," says Aslam of Jones Lang LaSalle. 


Therefore, fixtures in your flat may be different from the ones 
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in the exhibited version. It is a good idea to seek confirmation 
from the builder on this with a detailed description of the 
quality (brands, models) of materials to be used. 


Remember that the builders quote the price of an unfurnished 
flat. So, if you want any additional feature that has been 
shown in the sample flat, you must ask for it. In such a case, 
an additional charge will be levied, which will appear in the 
annexure to the sale agreement. 


Ahead of the Union Budget 2012-13, RICS expects the 
upcoming budget to provide adequate stimulus to the priority 
areas within urban infrastructure and housing. 


* First, there is a dire need for the budget to encourage 
improvement in supply of affordable and low cost housing 
along with strengthening access to housing & micro finance. 
o RICS has proposed the establishment of a dedicated 
affordable housing fund, similar to infrastructure funds. The 
Government could contribute partial funding through public 
issuance of bonds and the remaining component can be 
raised through retail investments in lieu of tax benefits. These 
funds should then be made available to developers/ NGO's/ 
private intermediates at low interest rates for construction of 
EWS/LIG housing. 


o Low yields on rental housing remain a bottleneck for 
promoting a healthy rental market. Lowering the tax rate on 
rental income along with taxing a much lower percentage of 
the rental income would help incentivise rental housing. These 
steps are also likely to uplift consumer sentiment. 


* Given the rapid urbanisation and pressure on urban 
infrastructure, the budget should consider incentives and 
benefits for large scale residential townships; extend ECB limit 
whilst the Infrastructure Debt Fund needs to be supported with 
a robust bond market. 


RICS believes the definition of infrastructure could be broadened 
to include integrated townships of 100 acres or more. To 
encourage private investment capital, the Government should 
seek to catalyse private investment and operations into all 
infrastructure sectors through the participation of long term 
sources of capital such as insurance and pension funds and 
bond markets which have investible surplus. 


* Given the pace of development in India and the fact that 
India's position on RICS carbon emission index hos slipped to 
9th last year from 7th in 2009-10 last, we expect continued 
support to the ‘National Clean Energy Fund’ as well as 
incentivising renewable forms of energy. 


* It is also equally important to better address the significant 
issue of skill development, especially in real estate and 
construction sectors which are reeling under severe manpower 
shortage. Whilst funds have been allocated through various 
mechanisms, they need to be better channelized and utilised. 
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Ford India is changing the way its 
global parent functions. 
By N. MADHAVAN 


he Thunderbird conference room on the eleventh 
floor of Ford Motor Company's headquarters in 
Dearborn, a suburb of Detroit, United States, is 
windowless. It has a large wooden circular table at 
the centre and three big video screens. It is here CEO 
and President Alan Mulally holds his business plan 
review meetings every Thursday. These meetings 
have become legendary in business circles for 
Mulally's unique management 
style, which involves making his 
top managers submit colour 
coded charts detailing their 
progress. But what is less known 
is how frequently India figures in 
the discussions there. "Every time. 
Not a meeting goes by without 
India coming up for some reason 
or the other," says Mulally. 


Gung-ho on India: 
Ford Motor Company 
CEO Alan Mulally 
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Ford's investment 
in India committed in 
the last four years 





One reason is the Indian sub- 
sidiary Ford India’s success: riding 
on the success of its compact car 
Figo, it has trebled its market share 
in the last three years, from 1.5 per 
cent in 2009/10 to 4.5 per cent. 
With the Indian car market esti- 
mated to grow from 2.3 million 
vehicles in 2011 to nine million by 
2020, Ford expects India to become 
its third largest market after the US 
and China by then. In the last four 
years, India has seen the largest 
ever investment the carmaker has 
committed in any country in recent 
times, $1.7 billion (38,500 crore) in 
the last four years — marginally 
higher than $1.6 billion earmarked 
for China in the same period. 

But there are also other reasons 
why Ford India has captured the 
imagination of Ford's top execu- 
tives. The Indian arm is fast chang- 
ing the way Ford works. The global 
parent's Corporate Blue Book is full 
of innovations from India which 
other regions are replicating. 





In the 100 years of Ford's manufacturing history, petrol 


1.18 


kilolitres is Ford India's water 
consumption per car - the lowest 
among all Ford's facilities 


India Lessons 


Innovations by the Indian unit 
that have found place in Ford's 
Corporate Blue Book 


Building petrol and diesel engines 
in the same manufacturing line 
under one roof 
Creating an assembly line 
that can produce multiple models 
at the same time 
Kitting - a process that automates 
identification of components for 
many variants 


Ce eee Re ROAR EE HME HEED TAA 


Use of Ford's ‘3 Wet High Solid 
Painting Technology’ on cars. Earlier 
piloted only on trucks 


HERERO R EER ER AAT EDS ERO R NAHE EE 


Value engineering and component 
sourcing. The bill of materials 
for Figo is the benchmark for 

the compact cars Ford 
manufactures globally 


70 


per cent of Ford’s future 
growth will come from 
Asia-Pacific and Africa 


deploying sensors and robots that could do part of the 


_ businesstoday.in/fordindia-change | 






202 


1 


Ford expects india to 
become its third 
largest market 





plant that would help us switch to 
either power train depending on 
demand. It also brought in econo- 
mies of scale." 

It took much persuasion to get 
the parent company to agree. Bui 
the decision proved prescient. From 
early last year, there has been a 
sudden surge in the demand for 
diesel engine cars in India. In 
February 2011. Ford India’s ratio 
of petrol cars manufactured to die- 
sel was 70:30. By November this 
had been reversed. "Had we noi 
done that earlier, we couid have 
been caught in the wrong foot like 
other players.” adds Boneham. 
Ford Motor has now made it man- 
datory for all new engine manufac- 
turing facilities — including the one 
Ford is building at Sanand, Gujarat 
~ to have flexible lines. 

Next, Ford India brought flexi- 





Traditionally at Ford's US facilities, 
each assembly line produced a sin- 
gle product, but the need to keep 
costs low called for a departure by 
the Indian arm. It began testing and 


OD 
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and diesel engines had never been made on the same 
production line: the two power trains have very different 
manufacturing standards. "When we conceived the en- 
gine plant at Chennai in 2008 the dilemma was whether 
to make petrol engines or diesel ones," says Michael 
Boneham, President and CEO of Ford India. "The signal 
from the market was unclear. We proposed a flexible 


of identifying different models, and then welding or assem- 
bling them accordingly on the same assembly line. The 
manufacturing line at the Chennai facility is capable of 
handling six models at any given time. "This step enabled 
us to build numerous models, both for India and for export. 
and yet keep our inventory low." says Tom S. Chackalackal, 
Executive Director - Manufacturing. Ford India. 





Ph Ford 


It was not as easy as it appears. At first, human error 
proved a hurdle. Ford India manufactures a staggering 
600 different vehicle variants 


Figo alone — and 15 variants of engines. The sheer glut of 


components was tough to cope with, and sometimes a 
component meant for a particular variant ended up in 
another, leading to product failures, production delays 
and considerable wastage. Ford India then began to work 
on ways to automate component selection totally. "We 
worked with Indian IT vendors and came up with a kit- 
ting solution which identified parts for each variant," says 
Chackalackal. "This reduced defects by 95 per cent." 
Similarly the ‘kitting’ has been implemented at Ford's 
factory in South Africa and will soon be part of the 
manufacturing process at its other units as well. 


Another of Ford India's achievements was adapting a 
particular technology — called the ‘3 Wet High Solid Paint 
Technology’ - to cars. 

Ford Motor had developed it and was piloting 
it at one of its truck lines, but it had never 
been tried on cars. Ford India adopted it 
while expanding its Chennai facility in 
2009. “It reduced our fuel utilisation on 
the manufacture of each car by 30 per 
cent,” says Boneham. “The process 
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there are 530 variants of 
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eliminated one baking cycle and reduced emissions by over 
20 per cent. It also cut our water consumption sharply." 
Today, Ford India's water consumption per car at 1.18 
kilolitres is the lowest among Ford's operations worldwide, 
and is a benchmark for all other facilities. 

The effort to price the Figo — the most affordable car 
Ford Motor has ever built — correctly saw Ford India 
working with its suppliers to eliminate over-engineering, 
while at the same time optimally engineering the compo- 
nents. "With its success the bill of material of Figo has 
become the benchmark for any B car that Ford manufac- 
tures globally," says John Lonsdale, Vice President, 
Product Development, Ford India. 

Cars are segmented alphabetically, depending on size: 
'B' and '€ categories are the compact ones. "With the B 
and C segment accounting for 60 per cent of the new cars 
sold across the world, India has become the leading indica- 
tor of what people want," says Mulally. "Indian customers 
want the best quality, high fuel efficiency and safety at best 
value. These parameters have now become the pillars of 

design for the entire Ford family." 
Ford India is also taking over critical glo- 
bal operations for Ford Motor. A team of 
just 197 employees at the Chennai facility 
controls the entire material handling 
and logistics operations of the global 
parent for the Asia Pacific and Africa 
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LILI e CP IPA AI Cg 


For the first decade 
after its entry into 


India, Ford floundered 
me REI IV 


Ford India employs 
10,000 people, will 


increase this by 50% 
CURAR aa Mum 


(APA) region. This means taking charge of close to a million 
cars, involving 31,000 parts worth $500 million and 
Ireight payments of over $1 billion. "The Chennai unit 
coordinates with 2,000 suppliers located in 45 countries 
in the APA region, Europe and the Americas to ensure that 
every component reaches the right place in time," says Joe 
Hinrichs, Group Vice President and President, APA. “It was 
primarily the analytical skills of the Indian employees that 
made us shift such a critical operation to India.” The team, 
whose unit has been designated the Centre of Excellence 
in Material Planning and Logistics, may gradually take up 
European operations too. 


Success in Asia has come 
late to Ford Motor. Until as 
late as 2007, it was floun- 
dering. It entered China late 
and compounded the mis- 
take by launching models 
that were not right for the 
market. It was the first of the 
big. global auto makers to 
enter India — in 1996, 
investing $450 million in 
the Chennai plant to manu- 
facture 100,000 cars a year 
— but even a decade later it 
was using less than half that 
capacity. Its share of the fast 
growing Indian car market 
was minuscule. In compari- 
son, Korean car major 
Hyundai, which also entered 
India the same year, had 
become the second largest 
car maker in the country 
and made India its hub for 
compact cars, exporting 
them to over 100 countries. 

Mulally, who took over 
in September 2006, found 
Ford's Asia policy bizarre. 
One of his first steps was to 
convene a meeting of 300 
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India figures in every 
Ford's business plan 
review meetings 


Once the Sanand plant, Gujarat, 
Is ready, it will have a capacity 


of 440,000 cars annually 


top executives at Dearborn where he displayed two pie 
charts that divided car sales by geography and size. Ford 
was hardly present in two important segments — Asia and 
compact cars. 
Mulally began by moving Hinrichs — seen by many as 
a possible contender for the CEO's job after Mulally retires 
to head the APA market. Despite the financial crisis of 
2008, he next convinced Ford's 
board of directors to invest an- 
other $500 million in India 
to double the capacity of 
the Chennai plant, build 
engines and develop a 
compact car there. The 







result was Figo, 
launched in September 
2009, and its success 
enabled Hinrichs to get 
the board to agree to in- 
vest a further $2 billion in 
the APA region. Half of it is 
being spent on the new facil- 
ity at Sanand. "Ford had 
never committed to this sort 
of investment before," says 
Hinrichs. "But Figo enabled 
us to show what a small car 
can do for the Ford brand in 
the APA market." 

Once the Sanand plant is 
fully operational in 201 3. 
Ford India will have a cumu- 
lative capacity to make 
440,000 cars and 610,000 
engines annually, and will 
be the export hub for com- 
pact cars. It already emplovs 
around 10,000 people. "We 
will increase this by another 
50 per cent," says Mulally. 
"India is absolutelv critical 
lor Ford Motor.” € 





Send your comments to 
editor.bt@intoday.com 





Time to Rock with Jack! 


The Jack Daniel's Rock Awards, initiated in 2005, have brought Indian Rock Music into the 
mainstream. Confined earlier to college campuses, Indi-Rock has come of age 
More Rock shows, Rock bars, magazines covering this genre with even 
Bollywood churning out blockbusters like Rock On and Rockstar. 


Follow us on www.facebook.com/jackdanielsindia 
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Stalled: Rahul Sharma will have 
to steer Micromax like he does his 
Bentley to catch up with the leaders. 
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Stiff competition from the big boys has halted the march 
of Indian handset makers. Quality issues have not helped. 


By SUNNY SEN 


ahul Sharma’s heart 
swelled with pride each 
time he looked at his acqui- 
sition: a shiny Bentley 
Supersports bought in 





February last year. Only a select few 
have this 12.25 crore plus model in their 
garage. On weekend drives, Sharma's 
bright orange car, which goes from zero 
to hundred in four seconds, would leave 
an onlooker feeling he had seen a flame 
lly by. The Bentley, and its aura, epito- 
mised Sharma's career with Micromax, 
which he co-founded with three others 
and whose India operations he heads as 
Executive Director. 

The Gurgaon-based company, with 
operations in 1 2 countries, was like a ball 
of fire on the telecom landscape. Its hand- 
sets offered immense value at low prices 
and battery life of up to a month. With the 
ability to take two SIM cards, they cap- 
tured the imagination of millions of users 
who wanted more for less and the flexibil- 
ity to move between connections. Sales 
surged, giving Micromax a market share 
of 7.6 per cent in 2010, when total hand- 
set sales touched 167 million. 


But 12 months is a | 
time in the last lane. That 
ket share has fallen by near! 
half. It is no coincidenc: 
plunge has become proi 
since June last vear, wl 
flooded the market with its fi 
SIM phones. Of the 180 milli 


sets sold last vear. more than hall 


multi-SIMs. And Nokia's share ol 
market outdid the Bentley, goii 
zero to 19 per cent in seven mot 
lat. The Bentley still mo 
dream, but it would provide an 
ogy for its owner's compa 
when restricted to the slow lane 
That lane is getting increasii 
congested, filled as it is with the 
so companies that mushroomed in 
wake of the early success of Micro! 
and its brethren: Karbonn., | 


and Maxx. Following the simple 
strategies — get the phon 
Chinese vendors. put vour stamp 


cheap and hog televisioi 
the Indian handset 
carved a fourth of the marl 


themselves. This was a sharp cot 
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TELECOM Handsets 


ALL SLICED UP 


Nokia leads the multi-SIM segment, 
despite entering it only in June 2011 


arbonn 


6.1% $ 


imax 
1 % 






The top three brands command nearly 
half of the total handset market 


icromax —— 


Ay, 


Local players are far behind the leaders 
in the smartphone market 





Source: Cybermedia Reserarch: November. 201] 


from the earlier days, when Nokia 
dominated with more than 50 per 
cent and the rest was shared by 
Samsung. LG, Sony Ericsson, and 
other brands. 

For some time, the going was 
good. Actually, great. But the de- 
cline began when customers began 
to experience problems. For in- 
stance, when Kaustubh Nandan 
Sinha, a Supreme Court lawyer, 
wanted a mobile phone with a 
BlackBerry-like qwerty keypad, the 
Micromax Q5, priced at just 133, 500, 
looked irresistible. Soon, it turned 
out to be regrettable. "The first two 
months gave me the feel of a 
BlackBerry. Then. the track ball 
started giving problems." he recalls. 
Then. other keys stopped working. 
Worse, there was no Micromax 
service centre in the vicinity. Finally, 
Sinha decided to grit his teeth and 
pay through his nose for the real 
thing. "It has been more than six 
months and I have not had any 
problem,” he says. 

Sushmit Das, a property dealer 
in South Delhi, is unhappy with his 
Spice smartphone. The voice qual- 
ity, he says, is not the best and the 
phone frequently switches off. "I will 
buy a Nokia touch-and-type,” says 
Das. "I have had enough of these 
local handsets." 

Like Sinha and Das, many oth- 
ers who bought Indian brands have 
turned against them. 


Getting With It 


Things really started to go wrong for 
the local brands when the giants 
awoke from their slumber. Nokia 
jumped on the dual-SIM bandwagon 
in June 2011, launching seven 
models, It took the wind out of the 
Indian companies’ sails by selling 
them for as little as 31,800. In no 
time, the Finnish company 
became a market leader 


in the category. Today, the dual-SIA 
handset has become a commodit 
and margins are as low as t: 
three per cent 

On Februarv 14. Sam 
joined the dual-SIM fray. unvei 
number of models. The Korean con 
pany has also been busy launching 
smartphones, many of which com 
cheap. "We have 13-14 smar! 
phone models, with 
ranging between 
132,890," says Ranjit Ya 
Samsung India's country head foi 
Mobile and IT . 

With the MNCs offering cor 
itively-priced alternatives. and thi 


= 


! 
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Indian handsets reporting all kind: 
of problems, the pendulum sı 
back. Compounding the 


brands' woes, the depreciation of th 
rupee has made it costlier for then 
to buy phones from Chinese ver 
dors. It has also forced then 
crease prices, sparing 
Micromax and Spice, whic! 
begun to manufacture in Ini 
"Pure trading (in handsets 
get tougher because of the 
foreign exchange margins 
Dilip Modi, Managing Direct 
Spice. Margins on imported hand 
sets were healthy until a year 
phone that sold for 32,000 enjove 
a margin of 10 to 15 per cer 
Another factor that has | 
the decline of the Indian plavi 
their limited retail and service net 
work. Most operate only ii 
cities and their sales ar: 


None of them can match No 
200,000 touch points, whi 
collect problematic handsets. “Non 


of them has good after-sale: 


— 


ice." confirms a mobile phone 
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in Lajpat Nagar, New Delhi. “After 
all, these are Chinese products.” The 
dealer sells five to six of these brands. 


New Battlefield 
The setbacks have forced the Indian 
companies to introspect. Lava plans 
to follow the example of Micromax 
and Spice and start manufacturing in 
the country, as this gives an immedi- 
— ate boost to margins by negating 
^ the impact of the rising rupee. 
Some have bought into 






the idea smartphones are 

the future. "When we 
entered the market, the 
leaders did not understand 
the market for long-battery, 
high-decibel and dual-SIM 
phones," says S.N. Rai, 


Lava Mobile. He hopes 
to do something similar 
with smartphones. 

Nokia commanded 38.4 
per cent of this market in 
India between January and 
November 201 1, Samsung 
had 27.5 per cent and 
Research In Motion's 


BlackBerry, 15.5 per cent. 


Managing Director of 
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"Pure trading 
(in handsets) will 
get tougher because 
of rising foreign 
exchange margins " 


Dilip Modi, 
Managing Director, Spice Mobility 


Modi agrees. Apart from Spice, he 
also owns Hotspot, India's largest 
multi-brand retail chain for mobile 
phones, with 1,500 stores. "Most 
people in our stores buy smart- 
phones," he says. In the past few 
months Spice has launched a few 


Android-based smartphones, one of 


them priced at 37,500. The cheapest 
smartphone from Nokia is priced at 


15,000. Modi goes to the extent of 


saving that his phone has more fea- 
tures than a similar piece from the 
MNC stable at that price point. "We 
keep the cost in control and work on 
lower margins," he says. 


Analvsts doubt that the shilt in 
focus to smartphones would help the 
domestic brands regain lost ground. 
"It will be difficult for them to com- 
pete with global brands with higher 
price tags." says one whose firm 
tracks the mobile handset industry. 
"It will be difficult for even the best 
Indian brands to sell phones priced as 
high as 17,000 or 18,000." Consu- 
mers at the upper end would not even 
glance at the local brands. 

Adding to the problem is the huge 
research and development cost asso- 
ciated with developing better smart- 
phones. In order to be competitive, 
the domestic brands will need to part- 
ner with Google and Microsoft, which 
make the operating svstems that 
mobile phones run on. Nokia showed 
the way by partnering with Microsoft 
to develop its Lumia series. 

Over time, customers will want 
more features, better performance 
and efficient after-sales support. 
Unless the Indian companies provide 
these, thev will perish in the cut- 
throat arena that is India's mobile 
handset market. € 
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Mendha Lekha, the first village to be granted community forest rig 


Forestry — — 









has used the opportunity to the fullest. 


By ANUSHA 
uu D 


NOS 


SU 


"There is the Delhi government at the 
Centre. There is the state government 
in Mumbai. But here we are our own 
government." 

This intriguing sign. in Marathi, 
greets visitors arriving at Mendha 
Lekha, a small village lying deep inside the forests 
of Gadchiroli, Maharashtra s easternmost district. 
What does it mean: 

It is a pointer to the pride the 450-odd, mostly 
Gond tribals, living in this isolated corner 205 km 
from Nagpur, take in the manner they have used 
an unexpected opportunity that came their way to 
reap a fortune. On April 27 last year, Mendha 
Lekha became the first village in the country to 
secure community forest rights — following the 
passing of the historic Forest Rights Act (FRA) in 
December 2006. 

Till the Act was passed, forests were governed primarily 
by the Indian Forest Act, 1927, a colonial law that gave the 
government the right to declare any area a ‘reserved’ or a 
‘protected’ forest, after which no one except the state had 
rights to its produce. Thus the residents of Mendha Lekha, 
living in a reserved forest, had no right to pluck even a leaf 
from the thick bamboo clusters that grew near their village. 

The passing of this law by the British ~ mainly to provide 
themselves unhindered access to Indian timber — was a 
crushing blow for the hundreds of thousands of forest dwell- 
ing tribals who depended largely on the forests around them 






ANIAN 





for livelihood. Worse: most of them 
living in forest villages. had also cleared 
land, which they had been cultivating 
for generations. The Act turned them 
into encroachers overnight. it di 
provisions directing forest se 
officers to look into the claims of such tribals and 
‘settle’ with them the lands they were cuitiv 
but in practice this was hardly done. Ft 
Independent India, forest tribes remained f 
at odds with the forest departments of dii 
states, with forest officials frequently arresting them 
or taking advantage of their vulnerability in vari- 
ous ways. 

The FRA, passed after decades of prodd 
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dweller's right to live in and cultivate the lorest land he had 
been occupying. It also allows the government to grant com- 





timber is still barred. } 
But passing an Act is not enough. A committee 
appointed by the Ministry of Environment and Forests to 
examine how the FRA was working. which submittec 
report in December 2010 ~ the only evaluation carries 
so far — was strongly critical of the way it was bein 
mented. Apart from noting that 11 states had vet 
implementation, it pointed out that most states had cor: 
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Market savvy: Devaji Toffa, who 
heads Mendha Lekha's gram sabha 


Grassroots 
democracy: 

A gram sabha 
meeting in 
progress at 
Mendha Lekha 


themselves to the first part of the Act: allotting forest land to 
tribals. A total of 3.19 million claims had been made till June 
2010, of which 86 per cent had been settled. But not many 
villages had sought community forest rights. Till date. fewer 
still have been granted them. 


nd that is what makes Mendha Lekha, which 
has secured such rights for over 1.800 hec- 
tares of forest surrounding it, special. Within 
months, the residents have turned bamboo 
cultivation into a thriving business. The 
gram sabha pre-sold much of its bamboo 
this season — which runs from October 
to May — by auctioning it. With the help 
of a few local activists, it drafted tender notices and published 
these as advertisements in local newspapers: it printed tender 
forms and sold them for 32,000 each. The response was en- 






thusiastic: the buyer for green bamboo, one V.K. Anand of 
Bhopal. paid 18,151 per notional tonne (or the weight of 


2,000 metres). "In comparison. neighbouring Godalwahi 
village. which does not have community rights, had to sell to 
the state forest department, and got only 33, 300 per tonne." 
says Subodh Kulkarni, an independent researcher working 
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For a more detailed report go to 
www.businesstoday.in/for: 
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Prospering: Naresh Kirangi (extreme right) and hi: 
family, with their prized new possession, a TV se! 





in Gadchiroli. The villagers also auctioned th 
for 32.100 a tonne, earning more than 11 cro! 


"We believe in self-rule,” says frail, bespe 
Toffa, the village head. "We have won our rig 
peaceful means, unlike the Maoists who use 
ods." Gadchiroli is a hotbed of Maoist activitv 

The gram sabha intends to use the money i 


development of the village and its environs. | 
prepared a biodiversity register of the forest unde! 
with details of all its flora and fauna. Developm: 


planned include soil and water conservati 
improving access roads, erecting barricades ii 
regulate entry, and creating natural watering holes fo 
life. Toffa even wants to set up a centre to train 

to make bamboo artefacts. 

The villagers, who worked lor the gram sabbu 
collecting bamboo. have prospered too. Am: 
Naresh Kirangi and his wife Sumitra, both of who 
as labourers during the bamboo-cutting season 
additional 340,000. They proudly point to thei 


session, bought with part of that money — a ^ zl 
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Aircraft Maintenance 


Waiting in the Wings 


Maintenance, repair and overhaul (MRO) of aircraft is a  3,000-crore 
industry in India. Can Air India's MRO facility in Mumbai, the only one in the 
country where heavy maintenance tests for civil aircraft are carried out, 
be leveraged to rescue the beleaguered carrier? 

Photographs By RACHIT GOSWAMI 
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Double check: An engineer carries Hi-tech: A GE 9 
out a ‘non-destructive’ test, analysing being checked at / 


aircraft material for defects. These gine overhaul fa 
tests are crucial to figure out the include GE, ILF 
schedule for replacement of parts Engine Leasin: 


Close look: An engineer carries out a 'borescope insp« 
aircraft engine. The instrument has an optical device whic! 
engineer to see the inside of the engine and check crucial 
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Heavy duty: A Boeing 777-200LR 
undergoing a ‘heavy maintenance’ 
check at an Air India hangar in Mumbai. 
This comprehensive check takes 30 to 
40 days. Almost the entire aircraft is 
taken apart and overhauled 
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BUSINESS TODAY's been India's most 
read business magazine since 2001. 
And now, it is the only business 
magazine to feature among the Top 10 
= English Magazines in the country. 
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| Aircraft Maintenance 





Open sesame: An A321 aircraft with its engine cowl flaps opened. 
Air India's 'engine overhaul facility' is spread over 25,000 sq ft 
and employs 400 engineers 













Dwarfed: An engine on a Boeing 777 being examined. at 
Engine maintenance accounts for 70 per cent of the b & 
total servicing an aircraft needs. 


Nosy Parker: An engineer looking at the opened nose of a parked 
Boeing 737. The nose covers the aircraft's weather radar 
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Social Strategies 
That Work 


Businesses 
that thrive on 
social platforms 
don t just sell stuff — 
they also help 
people connect. 
By MIKOLAJ JAN 


PISKORSKI 





ore than a billion people 
use social platforms such 
as Facebook, eHarmony, 
Renren, and LinkedIn, 
What’s the attraction? 
They satisfy two basic human needs: to 
meet new people and to strengthen exist- 
ing relationships. Fee-based dating web- 
sites, which collectively grossed $1 billion 
in 2010 by connecting strangers, now 
account for an estimated one in six new 
marriages. Facebook, which fortifies friend- 
ships, boasts a staggering 750 million users 
and a valuation in excess of $100 billion. 

Numbers like those attract traditional 
companies, which have launched Face- 
book fan pages and Twitter accounts in 
hopes of finding new customers and engag- 
ing existing ones. But few of those compa- 
nies succeed in generating profits on social 
platforms, despite collecting lots of ‘friends’ 
and ‘followers’. 

To find out why some firms fail while 
others succeed in these venues, I studied 
more than 60 companies across industries 
ranging from manufacturing to consumer 
packaged goods to financial services as 
they ventured into online social realms. 
What the poorly performing companies 
shared was that they merely imported their 
digital strategies into social environments 
by broadcasting commercial messages or 
seeking customer feedback. Customers re- 
ject such overtures because their main goal 
on the platforms is to connect with other 
people, not with companies. That behav- 
iour isn't hard to understand. Imagine sit- 
ting at a dinner table with friends when a 
stranger pulls up a chair and says: "Hey! Can 
I sell you something?" You'd probably say 
no, preferring your friends' conversation 
over corporate advances. Many companies 
have learned that lesson the hard way. 

In contrast, the companies that found 
significant returns devised social strategies 
that help people create or enhance relation- 
ships. These work because they're consistent 
with users' expectations and behaviour on 
social platforms. To return to our dinner 
analogy, a company with a social strategy 





sits at the table and asks: 
"May I introduce you to 
someone or help you develop bet- 
ter friendships?" That approach gets a lot 
more takers. 


You Scratch My Back... 


To explain successful social strategies. 
I find it useful to characterise them in a 
simple statement with three components 
that all the strategies share: 

Successful social strategies reduce 
costs or increase customers willing- 
ness to pay by helping people establish 
or strengthen relationships if they do free 
work on a company's behalf. 

This definition yields four types of suc- 
cessful social strategies that firms can pursue 
(see Four Ways to Pursue Social Strategies): 
€ Reduce costs by helping people meet 
9 increase willingness to pay 

by helping people meet 
€ Reduce costs by helping 

people strengthen relationships 
€ increase willingness to pay by 
helping people strengthen relationships 

The work people do on a company's 
behalf can include customer acquisition, 
supplying inputs such as r&n and web con- 
tent, and selling the company’s products 
Or services, 

To see how the strategy of reducing 
costs by helping people strengthen rela- 
tionships works, consider Zynga, a three- 
year-old company whose free social games. 
including FarmVille and CityVille, are on 
track to generate $1 billion in revenue in 
2011. The games run inside the Facebook 
environment and have attracted more 
than 250 million users (the typical player 
is a middle-aged woman). The Facebook 
platform allows the games to access the de- 
mographic data of players and lists of their 
‘friends’, as well as to post status updates 
that those friends can see. In City Ville, play- 
ers plant seeds on a virtual plot, cultivate 
the land, harvest crops, and sell them to 
local virtual businesses. They then use the 
profits to buy more seeds, build businesses. 
or expand the city. 


People's 


* 


platforms is 
to connect 
with other 
people - 
not with 
companies 
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The game presents players with 
obstacles such as limits on the num- 
ber of plots or businesses they can 
possess. To increase the limit, play- 
ers can pay with virtual goods they 
buy from Zynga — a major source 
of the firm's revenues. Or, to the 
social-strategy point, they can enlist 
friends, via Facebook status updates 
or Zynga's messaging system, to 
help. And they can return the favour 
by sending virtual gifts to friends and 
by visiting their plots. 

The positive impact that Zynga's 





call. So I go to play, and see if I can 
help them out with something. They 
notice it, which helps us stay con- 
nected." Others consider posting a 
game-status update on Facebook 
as an invitation to contact them. 
A younger male player said: "I am 
not going to post on Facebook that 
| had a bad day, but I might men- 
tion something about it, when I post, 
that I need something in a game. My 
friends will see it and often someone 
will call or email.” 

To obtain these social benefits, 


FOUR WAYS TO PURSUE SOCIAL STRATEGIES 


Here's how four companies have successfully implemented their social strategies. Fach 
firm reduces costs or increases customers' willingness to pay by helping people estab- 
lish or strengthen relationships if they do free work on the company's behalf. 


STRATEGY IMPACT 
INCREASE 
WILLINGNESS TO PAY 


REDUCE COSTS 


_ ESTABLISH 
* RELATIONSHIPS 


STRENGTHEN 
RELATIONSHIPS 


SOCIAL IMPACT 


games have on players' social lives 
is clear. According to a survey done 
by Information Solutions Group. al- 
most a third of players reported that 
the games helped them connect with 


family and current friends; another 


third said games facilitated connec- 
tions with old friends; and a third 
used the games to make new friends. 
My interviews with dozens of play- 
ers revealed how. Many use the op- 
portunity as an excuse to connect. A 
woman told me: "When I am done 
with work and kids, I want to reach 
out to my friends, but it's too late to 
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people undertake actions that help 
Zynga. In exchange for an opportu- 
nity to reestablish and maintain con- 
tact with friends, players encourage 
others to join or return to Zynga's 
games. By my estimates, those social 
mechanisms slash Zynga's customer 
acquisition and retention costs by 
half, improving its profitability by ap- 
proximately 20 percentage points. 
Hence, Zynga's social strategy (1) 
— its acquisition and retention 
costs (2) by allowing people to recon- 
nect with friends (3) if they invite 
them to return to the game. 


The reviewing site Yelp uses a 
different type of social strategy: It 
reduces costs by acquiring its most 
valuable content for free by helping 
people meet. Advertisers provide 
Yelp's revenues, but its content — 
18 million reviews of local estab- 
lishments so far — is written by an 
educated cadre of volunteers, called 
Yelpers, mostly in their twenties and 
thirties. The site traffic, about 50 
million visitors a month, attests to 
the usefulness of the reviews; it's the 
company's social strategy that sig- 
nificantly accounts for that quality. 

The most passionate and pro- 
lific Yelpers may be invited to join 
the Elite Squad, a select tier in the 
Yelp community. Squad member- 
ship gives them access to exclusive 
Yelp-hosted events that range from 
the refined, such as cocktail par- 
ties at museums, to the rowdy, like 
a Mardi Gras-themed bacchanalia 
at San Francisco's Bubble Lounge, 
which attracted hundreds of revel- 
lers in 2009. Such events commonly 
produce new friendships and other 
relationships that continue beyond 
the confines of Yelp. 

To maintain these social benefits, 
Squad members must continue to 
produce reviews, as the elite status 
is renewed — or not — every year. My 
interviews with elite Yelpers indicate 
that they will continue to write re- 
views specifically to maintain their 
status. The effects for Yelp's business 
are substantial. My research shows 
that an average elite Yelper will write 
reviews at a constant rate for nearly 
two years, whereas otherwise iden- 
tical nonelite Yelpers without such 
social benefits will reduce their con- 
tributions after about six months. 
Therefore. the average elite Yelper 
will produce about 100 more re- 
views than a nonelite; without these 
elite contributions, Yelp's review 
stream would fall by about 25 per 
cent. Thus, Yelp's social strategy (1) 
helpsit obtain quality content for free 
(2) by allowing the best contributors 
to meet like-minded people (3) if they 
write reviews. 


Business and Pleasure 
Because Zynga and Yelp are online 
startups with inherently social prod- 
ucts, devising their social strategies is 
relatively straightforward. But com- 
panies in very different sectors are 
developing social strategies as well, 
Consider eBay's Group Gifts on- 
line application, launched in late 
2010, which people use to pool funds 
to buy gifts for their friends. A group 
organiser logs on to eBay and names 
a gift recipient, either directly or by 
picking the name from a list of her 
Facebook friends. eBay then offers a 
set of general gifts, or the organiser 
can authorise an eBay application 
to access the recipient's Facebook 
‘about me’ profile and base a gift 
recommendation on that. The or- 
ganiser then selects a gift and issues 
an invitation to other contributors 
by posting a request to contribute 
on her Facebook page. The invita- 
tion contains a link to the eBay gift 
page, where contributors can con- 
tribute and write a note to the recipi- 
ent. When the gift price is reached, 
eBay sends the gift and well-wishers' 
notes. The social benefits are clear: 
Group Gifts helps people purchase 
better-targeted and more-expensive 
gifts than they might otherwise. That 
not only strengthens relationships 
with the recipient but also can help 
enhance relationships among the 
joint gift givers. As one interviewee 
said: “Ifit wasn't for the Facebook up- 
date, | would never know about the 
farewell gift for this guy, and no one 
asked me to contribute. But I saw this 
and chipped in, and just yesterday I 
got a thank-you note... I think it will 
be easier to stay in touch with him." 
To obtain such social benefits, 
people must advertise Group Gifts 
to their friends and respond to their 
friends' advertisements. Such friend- 
to-friend advertising generates dra- 
matic results: A third of Group Gifts 
participants sign up for new Pay- 
Pal accounts, and a third return to 
eBay within a month to purchase 
other items. What's more, the aver- 
age price of Group Gifts goods is five 





Firms should focus 
on helping people 
with four types of 
social challenges: 
connecting with 
strangers, interacting 
with strangers, 
reconnecting with 
friends, and inter- 
acting with friends 





times higher than that of an average 
eBay sale. Thus, eBay's social strat- 
egy (1) increases willingness to pay 
(2) by allowing people to strengthen 
their friendships through gilt giving 
(3) if they ask their friends to buy 
from eBay. 

Social strategies can also be tai- 
lored to address the challenges of 
meeting people for professional pur- 
poses. American Express developed 
such a strategy for its open credit 
cards, which target small business 
owners. Customer churn is a chal- 
lenge in the credit card business, so 
AmEx set about making oven cards 
stickier. Initially, the company 
hosted conferences focused on small 
business management for card mem- 
bers and then launched an online 
platform, called ovis Forum, to show- 
case conference content. The forum 
site was a hit, attracting more than a 
million visitors a month. 

Management observed that 
cardholders were connecting with 


one another through the content 
and launched a members-only so- 
cial network called Connectodex, 
which allows users to post profiles, 
list services they offer and need, 
and freely connect for business. 
More than 1 5,000 small businesses 
have joined the network. Although 
members could use other profes- 
sional networks such as Linkedin, 
they report preferring Connecto- 
dex, as small businesses with which 
they interact are already vetted 
by AmEx. A Forrester Research 
study confirmed this need when it 
found that nearly half of owners of 
small businesses with more than 
$1.00,000 in revenues say they 
wanted to learn from other owners. 

To reap social and networking 
benefits from Connectodex. small 
business owners must obtain or 
continue holding an AmEx OPEN 
card. As a result, the service has ef- 
fectively reduced customer churn 
and increased willingness to pay 
for the card. At the same time, plat- 
form users’ net promoter scores (à 
gauge of their likelihood of recom- 
mending the card) now significantly 
surpass nonusers scores, Thus. the 
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American Express social strategy (11 


increases willingness to pay (2) by 
S 








helping professionals to meet ot 
like them (3) if they maintain t 
card membership. 


How to Build 

a Social Strategy 

I have observed many companies 
seek to build social strategies, with 
vastly different outcomes. Those 
that failed in the effort focused on 
their business goals and paid less at- 
tention to customers unmet social 
needs. These strategies didn't efec- 
tively help people with relationships. 
so they were unwilling to do iobs for 
the company. In contrast, compa- 
nies with successful strategies first 
thought through how to address un- 
met social needs and then connected 
the proposed solutions to business 
goals. Because the process of iden- 
tifving unmet social needs is often 
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hard, I recommend that firms focus 
on helping people with four types of 
social challenges: connecting with 
strangers, interacting with strang- 
ers, reconnecting with friends, and 
interacting with friends. 

Let's look at how a major credit 
card company I'll call XCard de- 
vised and tested a social strategy (the 
company requested that its name 
be disguised). The cmo assembled 
an eight-person team that included 
members from marketing. product 
development, and IT — plus consul- 
tants, myself included. The group ul- 
timately reported directly to the cro. 
We led the team in a structured strat- 
egy-development process in which 
team members devised at least one 
strategy for each of the four types of 
social challenges that card members 
may face. In each case, the goal was 


to increase card-member spending 
or retention, or acquire new custom- 
ers, in exchange for solutions to those 
challenges. Each of the four social 
strategies of course adhered to the 
core principle: They reduced costs or 
increased customers' willingness to 
pay by helping people establish or 
strengthen relationships if they did 
free work on the company's behalf. 

Social challenge A: Recon- 
necting with acquaintances and 
friends outside a core group can be 
awkward. 

Social strategy A: Help people 
reconnect through shopping with 
friends. The team devised a pro- 
gramme that would give cardholders 
an excuse to reconnect by inviting 
others who already had the card or 
who had agreed to sign up for one 
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to join them for shopping. Shopping 
together at the same retailer at the 
same time would yield additional re- 
ward points. 

Social challenge B: People need 
help interacting with acquaintances 
and friends outside a core group. 

Social strategy B: Help people 
interact through gift giving. The 
XCard team envisioned a gift pro- 
gramme in which, upon request, 
XCard would examine another mem- 
ber's purchases or purchase locations 
(only if they had opted into the pro- 
gramme) and recommend gifts tar- 
geted to their purchase profile. The 
programme would give members an 
incentive to use XCard more in order 
to build an accurate purchase his- 
tory, resulting in well-targeted rec- 
ommendations for friends. 

Social challenge C: Finding 


First think through how to address 
customers' unmet social needs; 
then connect the proposed 
solutions to business goals 


strangers with whom you have 
something in common isn't easy. 

Social strategy C: Connect ex- 
ecutive women who have XCard's 
high-end charge card. Many of 
these customers travel frequently 
and have few opportunities to so- 
cialise with women like themselves. 
The team devised invitation-only 
events at exclusive hotels in major 
cities to convene these cardholders 
when they travelled. 

Social challenge D: People find 
it uncomfortable to interact with 
strangers without first knowing 
more about them. 

Social strategy D: Help moms 
with voung children learn some- 
thing about one another. These 
customers have an appetite for in- 
formation about child care products, 


but some have difficulty finding 
trusted advice about them. The team 
conceived a branded card that would 
allow moms to access a dedicated so- 
cial platform, search for other card- 
holding moms who had bought a 
particular product, and connect to 
them. Only moms who made them- 
selves searchable and continued to 
make purchases with the card would 
be allowed to search. 


Theory into Practice 
Having identified several potential 
strategies for helping people create 
or improve relationships, the team 
evaluated them using three tests. 

Social utility test: Will the strat- 
egy help customers solve a social chal- 
lenge they can't easily address on their 
own? This test requires that you focus 
on an important — but unmet -so- 
cial challenge for the target group. 
People doing such analyses often 
assume that if they don't personally 
experience a given social challenge. 
others don't either. That is usually 
wrong. Social-strategy development 
requires an unprejudiced look at the 
target group's social needs. 

The shopping-with-friends, ex- 
ecutive-women, and moms strate- 
gies passed the test's requirement to 
address an important, unmet social 
need. This evaluation required re- 
searching the demand for social so- 
lutions in each group — for example. 
executive women's interest in net- 
working opportunities. The research 
revealed that although network- 
ing groups are plentiful, invitation- 
only events for executive women 
that capitalise on their heavy travel 
schedules are not. The team also con- 
firmed that moms want to find other 
moms who have bought a specific 
product and that no existing tools al- 
lowed them to do so. Similarly, the re- 
search revealed a substantial appetite 
for shopping with friends. However. 
the team found that people would 
hesitate to use a programme that, by 
making gift recommendations based 
on their purchase patterns, in effect 
revealed their purchase preferences 





on worldwide know that elephants must learn to fly if the 
growth imperative is to be met. 


That is also why capital investments must be carefully made 
and must provide adequate returns. 


Keeping today’s business needs in mind, Advance presents the 
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to others. For that reason, the team 
disqualified the gift-giving strategy. 

Social solution test: Will the 
strategy leverage the firm's unique re- 
sources and provide a differentiated, 
hard-to-copy social solution? The team 
realised that the card's leadership in 
an exclusive segment and its supe- 
rior rewards programme were dis- 
tinctive. Those resources conferred 
a hard-to-replicate advantage for 
the executive-women strategy and 
offered a better-than-alternatives op- 
tion for that segment. Likewise, the 
shop-with-friends strategy continued 
to look promising, primarily because 
it leveraged the card's superior re- 
wards programme. The moms strat- 
egy didn't fare as well in this analysis 
because the firm lacked the detailed 
transaction data needed to create 
a service that competitors couldn't 
readily replicate or even outperform. 
Concerns also surfaced that large re- 
tailers of children's products, such as 
Toys 'R' Usor Wal-mart, could create 
a more effective platform. The team 
sought to address this concern, but 
ultimately the moms strategy was 
disqualified. 

Business value test: Will the 
social solution directly lead to improved 
profitability? This test requires that 
the strategy directly lower costs or in- 
crease willingness to pay. The exec- 
utive-women strategy that had thus 
far survived stumbled here because 
of the small size of the target group 
— only 0.2 per cent of cardholders. 
Although reducing defection among 
this small but disproportionately 
profitable segment could have a mea- 
surable bottom-line impact, the team 
determined that it was not as large 
as that offered by the shop-with- 
friends option. 

Before piloting this option. the 
team checked that the activities 
intended to improve relationships 
were directly related to jobs that help 
the company lower costs or increase 
willingness to pay. That was true, 
for example, in the Zynga and eBay 
Group Gifts strategies, which allowed 
people to connect only if they posted 





The social act of 
inviting a friend to 
shop yields profits, 

by generating 
fees if the friend 
becomes a new card 

member, makes a 
purchase with the 

card, or both 





status updates advertising the prod- 
uct. Indeed, the shop-with-friends 
strategy tightly aligned social and 


economic benefits: The social act of 


inviting a friend to shop is the very 
act that yields profits, by generating 
fees if the friend becomes a new card 
member, makes a purchase with the 
card, or both. Because each new cus- 
tomer recruited, for free, by a card 
member roughly halves customer- 
acquisition costs, the team calculated 
that the strategy had great economic 
potential. As this strategy performed 
best on all three tests, the team chose 
it as the one to pilot. 


The Pilot Takes Off 


By email, XCard invited 10,000 cus- 
tomers in one metropolitan area to 
receive a pilot Facebook shop-with- 
friends application. Almost 45 per 
cent of recipients checked out the 
application: half of that subgroup 
signed up. Signatories were required 
to enter their credit card number 
for validation and then were asked 
to pick a time to go shopping with 


friends. Subsequently, they were 
prompted to post a Facebook sta- 
tus update announcing when they 
would like to shop and informing 
others that all involved would re- 
ceive additional XCard rewards for 
coshopping. 

When friends clicked on the up- 
date, they were returned to the ap- 
plication, where they could sign up 
for an XCard or register their existing 
card and confirm their attendance. 
During the two-month pilot, a fifth of 
those who had signed up posted a sta- 
tus update, of whom three-quarters 
received at least one response (some 
received as many as six responses). A 
third ofthose who responded became 
new cardholders, and 75 per cent of 
invitations to shop together resulted 
in purchases. 

Pleased with the results, the cgo 
and cvo green-lighted the social sirat- 
egy for a full rollout in 2012, With 
changing corporate priorities and in- 
creased focus on the exclusive cards, 
the executive team also asked the 
group to pilot the executive-women 
strategy. Most important, the com- 
pany established a permanent social- 
strategy unit that reports to the cwu 
and is tasked with developing and 
testing new social strategies. 

As most businesses are accus- 
tomed to helping people meet their 
economic rather than their social 
needs, creating social strategies will 
require fundamental changes in the 
way companies approach strategy 
development. As social platforms 
become even more central to con- 
sumers' lives, companies that don't 
figure out how to appropriate their 
value and create true social strate- 
gies will find it harder and harder to 
compete with those that do. Start- 
ing this process soon, even in small 
steps, is both a critical defensive and 
offensive move. € 














Mikolaj Jan Piskorski is an associate 
professor in the strateqy unit at Harvard 
Business School, This article was published 
in Harvard Business Review, November 
2011. All rights reserved. 
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MONEY 


Stock up 


on Knowledge 


Equip yourself with some of the technical tools used by 
experts to predict stock market trends. By SOWMYA KAMATH 


“we, ay trading in stocks is risky, more so if you 
jare not trained. However, if you have an eye 
efor spotting market trends, you can make 
JE. a neat pile in quick intra-day deals. There 
was a | time when trading was a simple matter of buy- 
ing and selling stocks based on one's conviction. Now, 
technical analysis — a discipline that enables predicting 
future stock trends from historical price data — has given 
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investors new tools. "Technical analysis increases the 
probability of your call being right.” says Abhijit Paul, 
Assistant Vice President, Technicals, BRICS Securities. 

A caveat first. In day trading, no one can make the 
right call every time. There will be days when vou will 
lose money, at times a lot of it. 

Technical analysis is done on the basis of historical 
price movement plotted on a two-dimensional chart. One 


reason it has become popular is that anybody can look 
at the chart or graph and see how prices have moved. 
For example, the graph Easy Reading, clearly shows the 
open, high, low and closing prices of the Bombay Stock 
Exchange Sensex on a particular day, July 7, 2011. Sim- 
ilar data is available for any number of days in the past 
decade and even further back. 


How to Pick a Stock 


Large volumes and volatility of the stock chosen 
are a must to gain from day trading. The volume 
should ideally be at least 500,000 shares, and the 
stock should have a high beta, or volatility. This 
means if the index rises one per cent, the stock chosen 
should rise by more than one per cent. The difference 
between the intra-day high and the intra-day low prices 
of a stock should be at least X10. Identifying the right 
stocks and fixing a stop-loss level — a low beyond which 
you sell off a stock — is a must, says Paul. 

Generally, stop-loss is fixed at 1.5 to two per cent, 
which means the stock is sold if it falls 1.5 to two per cent 
below the purchase price. Big traders generally fix stop- 
loss at about one-third of the expected profit. For exam- 
ple. ifthey expect a stock to rise 10 per cent in three days, 
they set the stop-loss at a point the price falls by three 
per cent. Once you zero in on a stock, look at its volumes 
and price trends. Generally, higher volumes with higher 
price rise indicate an uptrend, but it should not be con- 
sidered a thumb rule. "Volume is misread by a lot of peo- 
ple." says John Barrett, an instructor at Online Trading 
Academy, which teaches stock trading. Big volumes and 
large moves sometimes throw up big tops and bottoms, 
says Barrett. This means if both volumes and prices are 
increasing. it may be the last leg of the rally. 


Stock Trends 


Identifying trends is important. How do you spot a trend? 
It is not easy, as the market never moves in a straight 
line. A stock will never fall continuously on a given day 
and rise on another. "Generally, higher highs and high- 
er lows indicate an uptrend, whereas lower highs and 
lower lows mean a downtrend," says Shrikant Chou- 
han, Senior Vice President, Technical Research, Kotak 
Securities. "Look at the trend. Look at news related to 
the stock," suggests Chouhan. For example, if the rupee 
is falling against the us dollar. it is common knowledge 
that rr companies will gain. 

Market experts take the help of various parameters 
to confirm whether a stock is a trade pick. The most 
used are available in any technical analysis software. 
These include the 200-day moving average, the relative 
strength index, the moving average convergence diver- 
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gence (Macp), the Fibonacci retracement and the candle 
stick price chart. The terms may sound daunting, but 
soltware available nowadays makes analysis easy. 


Moving Averages 
One of the widely used tools is the 200-day moving av- 
erage. You simply plot the 200-day moving average on 
the price chart. When the price of the stock rises above 
the moving average line, it is a buy signal, and when the 
price falls below the moving average line, it is a sell sig- 
nal. You can also look at the 50-day or the 10-day mov- 
ing average. Trading is a game of probability. So, you 
have to decide which pa- 
rameters suit you the best. 
In the graph, Moving Aver- 
ages (pg 135), you can see 
the Sensex movement on 
July 7, 2011, compared to 
the 200-day moving aver- 650 
age of the Sensex between 


Fibonacci Retracement 
The 38.2% retracement is working well for the Ranbaxy stock 


emm» Ranbaxy Stock see Retracement lines 


is the fast line and the brown line is the slow line. There is 
software which has automated these calculations, and a 
graph gets plotted at the click of a mouse. When the fast 
line goes above the slow line, it is a buy signal, and when 
the slow line crosses the fast line, it is a sell signal. The 
MACD is the best way to predict the movement of a stock. 


Fibonacci Retracement: Fibonacci retracement is based 
on the assumption that markets retrace by certain pre- 
dictable percentages, the most common among them 
being 38.2 per cent, 50 per cent and 61.8 per cent. So, 
when the market retraces 38 per cent, it will generate 
either a sell or a buy call 
depending on the trend. 
You have to plot Fibonacci 
retracement from the peak 
price. The software will 
give the retracement lev- 
els. When the price reach- 
es the 38.2 per cent level 
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falling. When the 200-day support level and you can 
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the price bars in April, the 150 falls below the 38.2 per 
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Relative Strength Index: 

RSI compares the magni- 
tude of recent gains to re- 
cent losses to see ifan asset 
is oversold or overbought. 
RSI is plotted on a scale of 
O to 100. Generally, if it is 
above 70, the stock is con- 
sidered overbought and so 
one can look to sell it. Simi- 
larly, an RSI of less than 30 
indicates the stock is over- 
sold and can be bought. In 
the chart. Relative Strength 
Index (pg 135), you can 
see that Larsen & Toubro’s 


Support and Resistance 

Support is placed at the daily low price and resistance 
at the daily high price (Oct 7, 2011) 

emm NSE Nifty 
6300 af 
6100 
5.900 
5700 | 
5500 * 
5300 — 
5100 — 
4900 
4100 





Sen CENE 








— Support |. 7 En 


at the price at 50 per cent 
retracement level as your 
next support. The graph, 
Fibonacci Retracement, 
shows how the 38.2 per 
cent retracement is work- 
ing well for the Ranbaxy 
stock. 


Support and Resistance: 
You may come across 
technical experts recom- 
mending support and re- 
sistance levels. But you 
can plot these yourself. As 
vou know, prices move in 
zig-zag fashion and form 


RSI was near 20 in October 2011, signalling that r&r's 
shares were oversold. It reversed from 20 and the stock 
moved up. 


Moving Average Convergence Divergence: The MACD 
comprises two lines, fast and slow. The fast line is the 
difference between the 26-day exponential moving av- 
erage and the 12 day-exponential moving average. The 
slow line, also called the signal line, is the nine-day mov- 
ing average. So, the blue line in the MACD chart (pg 135). 
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lows and highs. A support is plotted at the daily low price 
and resistance at the daily high price. For example, in 
the given graph, Chouhan of Kotak Securities says he 
sees support of 4,700 for the Nifty and if the index falls 
below this, it may fall further to 4,300. He has plotted 
resistance at 5,177 levels. Take a look at how he man- 
aged to get support and resistance for the Nifty from the 
October 7 graph, Support and Resistance. 


Courtesy: Money Today 
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he project offers presidential villas of 692, 500 and 400 sq yd as well 

as super luxury row houses of 270 sq yd. The villas are G+2 with 

basement, comprising of 5 bedrooms, double height living spaces, 5 
fixture master baths, private elevator, study, front and rear lawns, terrace 
gardens, utility rooms and 3-4 car parks within the villa. The super luxury 
row houses are G+1, comprising of 4 bedrooms, living and dining areas 
overlooking the front and rear lawns, utility room, multipurpose hall as well 
as basement and two car parks. 
The upscale villa community living is defined by a world class 
infrastructure and a premier club house offering an array of privileges, 
exclusively for the residents. Immaculately planned roads, tree lined 
avenues, broad walkways with ramps, landscaped green spaces and 
dedicated play zones, define the world class infrastructure. Provision for 
100% power backup, piped gas network and fibre optic cabling add to the 





LG MAKES LIFE BETTER WITH 6 MOTION AND INVERTER DIRECT DRIVE TECHNOLOGY — 


WASHING MACHINE 


IN THE 


G is the first in appliance companies to include steam technology in 

washing machines which helps remove allergens, mites and even 

residual detergent, all of which are causes of respiratory diseases and 
skin allergies. Going forward the whole new range of Washing Machines 
both Top Loader and Front Loader comes equipped with unique Inverter 
Direct Drive Technology that integrates the motor, belt and pulley into a 
single, quiet and durable motor, attached directly to the drum ensuring a 
quieter and more efficient wash. In addition to this, LG has introduced 
World's first 6 motions innovative washing technology based on LG Direct 
Drive Motor for the best washing performance. 
6 MOTION - GREAT WASHES WHATEVER FABRIC: It's a revolution in 
washing! It's the next level of care for your clothes that's even better than 
hand wash. LG's smart range of washing machines now comes with World's 
First 6 motion Direct Drive that offers a combination of six motions of 
washing. Depending on the type of fabric and dirt level clothes are washed 
changing the motions from “rolling”, “filtration”, “scrub”, “swing”, and 

“stepping” as well as standard “tumbling” in Front Loader Washing 

machines and “wave force", "agitation", "rotating , “rubbing”, 
"compression" and “swing” in Top Loader Washing Machines. 
ULTRA LARGE CAPACITY WASHER MAKES LIFE SIMPLER: LG's large- 
capacity washing machines offer total efficiency with even the heaviest of 
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Innovation is the core of LG's success. LG, a market leader in the home appliances Industry in 
India is known for Indian Insight products. Taking the legacy forward, the company has launched 
yet another technological innovation in washing machines. : 


INTERNATIONAL CITY', AN UP! : | 
COMMUNITY PROJECT BY SOBHA DEVELOPERS, RIGHT AT THE EDGE 


NEW RANGE OF 









conveniences on offer. The township is green in true sense with v — 
environment friendly initiatives within the community like provision for ra 
water harvesting, solar lighting, organic waste converters and sewage 
treatment plants. International City will be a perfect blend of cosmopolitan 
sophistication, magnificent space planning, exceptional amenities and 
flawless execution. The township is inspired by straight line archite cture 
with functional aesthetics. The villas are airy and naturally it with a front 
and rear garden view, to ensure that everyone gets their share of nature. 
Founded in 1995 by Mr PNC Menon, Sobha Developers has combined 
advanced technologies, design and artistic flamboyance te bring 
unmistakable charm and quality to every development that bears its 
name. With 73 residential projects and 198 contractual projects covanng 
around 44 million sq ft, Sobha has established its footprint across 71 
Cities in India. 












































loads. By maximizing interior space, LG washing machines can 
accommodate 16Kg wash load — making it the industry's largest 
accommodating washing machine. “A recent consumer survey reveals that 
capacity is becoming one of the most important factors when choosing a 
new washing machine. People today want to spend less time on the daily 
chores and more time on other better things in life. LG's new largest 
capacity steam washer allows them to do just that.” says Mr. Raieev lain, 
Business Head Home Appliances. 

LESS NOISE, MORE EFFICIENCY: Thanks to the inverter direct drive and 5 
smart inner structure, by eliminating the belt and pulley in conventional 
motors, the LG Direct Drive System 
increases the motor stability and 
lessens vibrations. The motor is more 
energy efficient enabling users to cut 
their energy usage by up to 30% over 
other washing machines. The 6 motion 
direct drive fully automatic washing 
machines is available in both Top 
Loader and Front Loader in the 
capacities of - 6.0 Kg to 16 Kg; Price 
Range Rs. 24290/- to Rs. 70990/-. 









The finest women prc 
will join the top Dra: 
at the Grand Finale « 
the Business Today-Hond 

Pro-Am of Champions 201, 


10 top Indian women pros an 
10 international women pros w 
play alongside corporate India 
best golfers for top honours at th 
country's only standalone Pro-An 
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Mumbai's charming Willingdon Sports Club played host to the latest chapter 
of the BT-Honda Pro-Am tournament. By G. SEETHARAMAN 
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Ashok Patel, CMD, GMM 
2faudler, member of the 
Ninning team 


he sun blazed fiercely all 

day, but that did not stop 

nearly 100 of Mumbai's 

corporate honchos from 
enjoying their golf at the Business 
Today-Honda Pro-Am of Champions 
2012 at the city's plush Willingdon 
Sports Club on Saturday, February 4. 
Sudhir M. Trehan, Non-Executive 
Vice Chairman of Crompton Greaves, 
was among them. Teeing-olf at the 
Willingdon's golf course at 
7.50 a.m., he played for four hours, 
before dropping his woods, irons and 
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Phiroz Dubash, Director, 
DBC Sons, member of the 
runners-up team 
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Leo Puri, Senior Advisor, 
McKinsey, member 
of the winning team as 





Stuart Davis, CEO, 
HSBC India, member of 
the runners-up team 


well as an individual winner 


putters to quaff a glass of beer and 
banter with friends. “This is my sec- 
ond time here. I didn't mind the heat, 
| had a great time,” he said. Trehan 
has been playing golf for 30 years. 
Rahul Hattangadi, a vice presi- 
dent at software firm Mastek, is a 
regular, too. "I play once a week," he 
said. "It's a good time to catch up 
with friends. | was happy with my 
game today." Next to him was 
HSBC Asset Management Company's 
Puneet Chaddha, who agreed with 
Hattangadi that the event was 


well-organised. 

Entrepreneur Mukesh Singh was 
not very pleased. "My performance 
was below my usual level because 
I| kept getting calls from work,” he 
said. But the day was not so much 
about winning as was about 
de-stressing, enjoving a swing here 
and a putt there. 

There had to be winners and 
losers. The participants and their 
families gathered at the Terrace 
Garden at associate sponsor ITC 
Hotels’ Grand Central in the evening 


for the prize distribution cere- 
mony. The start was delightful 
with a jazz band belting out soul- 
ful numbers. 

The winning team comprised 
Sanjeev Jagtiani of Snehbal 
Products; Leo Puri, Senior 
Advisor at McKinsey: Reena 
Chaddha from Tata Teleservices; 
and Ashok Patel, Chairman and 
Managing Director of GMM 
Pfaudler. The team comprising 
Phiroz Dubash, Director at DBC 


March 3 and 4, and in the inter- 
national leg in Dubai in May. 
“It was a fair and well-run 
tournament. It's not about win- 
ning the trophy. I certainly want 


to come back," said Jagtiani of 


the winning team. Among the 
individual winners, Akshay 


Khilachand. Director of Kesar 


Enterprises, a past winner, topped 
the Handicap 0-10 category 
with 35 points, while McKinsey's 
Puri and Dinesh Lal, Executive 





Shefali Alvarez and the Distil Soul 
perform at the prize distribution ceremony 


Sons; Stuart Davis, CEO of HSBC 
India; Dharam Vakharia. 
Partner at Fiduciary Capital 
Partners; and R. Panjwani. 
Chairman and Joint Managing 
Director of Omega Capital 
Advisory Services, was declared 
runners-up. 

Besides taking home the tro- 
phy, a travel bag from Honda. 
and a bottle of beverage partner 
Ballantine's Scotch, the winning 
team will now play at the 
national finals in New Delhi on 


Director at Maersk India, won in 
the Handicap 11-18 and 19-24 
categories respectively. 

The co-title partner for the 
tournament was Honda Siel 
Cars. Franklin Templeton and 
ITC Hotels were the associate 
sponsors, Dubai-based The 
Address hotel was the interna- 
tional destination partner, PING 
the official equipment partner, 
Ballantine's and Neo Sports the 
event partners, and Golf Digest 
the official magazine partner. € 





Dharam Vakharia (ist from L) and Phiroz 
Dubash (1st from R), members of the runne: 
up team, with ITC's Ashok Sonalkar (2nd fron 
L) and Franklin Templeton's Harshendu Binda 





Sanjeev Jagtiani (L), of the winning team, v 
Ajay Budki, National Sales Head, Honda Sie! Car 





Dinesh Lal (L), individual winner in the 
19-24 Handicap category, with Ajay Budk 
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Akshay Kilachand (L), individual winne: 
the 10-18 Handicap category, with Ajay Budki 
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an IMPACT Feature 


n today’s volatile market, insurance is one of the tools used to 
cope with the challenging environment and hedge against the 
financial risk of an uncertain future loss. In simple terms it is a 
security provided by an insurer to an individual, his family or his 


business to withstand untoreseen tuture adversities 


With different insurance products penetrating into the Indian 
markets and insurance companies offering various insurance 
policies such as term policies, mediclaim, unit linked plans, money 
back policies, etc, insurance today meets dual needs of saving for 
the future and protection from unpredicted financial risks 


Further incentive has been added by the government by allowing 
various tax concessions to insurance under the Income Tax Act, 
1961 (‘the Act’) 
investment option but also as an important tax saving instrument 


Hence, insurance is looked not only as an 
Some ot these tax incentives hove been discussed below 


Life Insurance 

While life expectancy in India has increased, the number of 
people across various income groups who are opting for life 
insurance products has also substantially increased. The income 
tax benefit in respect of lite insurance is two-fold: 


At the time payment of premium 

A deduction under section 80 C of the Act is available to an 
individual and Hindu Undivided Family (HUF) in respect of the 
premium paid towards a life insurance policy. 

In case of an individual, this deduction is available in respect of 
the premium paid for self, spouse or any child of the individual 
In case an HUF, the deduction is available in respect of the 
premium paid for any member thereof 

During a particular financial year, this deduction can be claimed 
up to the overall maximum limit of Rs 1,00,000 per annum under 
Section 80C of the Act. However, if the amount of premium paid 
in a financial year for a policy is in excess of 20 per cent of the 
actual capital sum assured, the deduction is restricted up to 20 
per cent of the sum assured. 

Further, one needs to bear in mind that the deduction is reversed, 
if the policy is terminated or ceases to be in force due to non- 
payment of premium and non-revival of policy. For single premium 
policy, the deduction is reversed if the policy is terminated within 





two years atter the date of commencement of such insurance 
policy, While for any other policy, which is either terminated or 
ceased, the deduction would be reversed it the premiums have 


not been paid tor two years 


At the time of maturity- Amount received is not taxable 

Any sum received under a life insurance policy including any 
bonus received on such policy is exempt from tax under section 
10(1 0D) of the Act. Also, the claim proceeds received trom the 
insurance company by the dependent or the nominees of the 





policy holder atter his death are not taxable under the Act 

It is pertinent to note that any sum received under a Keyman 
insurance policy is taxable. Also, it is important to note that any 
sum received under an insurance policy issued on or after 1 April 
2003 in respect of which the premium payable for any of the 


years during the term of the policy exceeds 20 percent of the 





Don't just retire. 
Retire Rich. 
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Presenting Bajaj Allianz 
CashRich Insurance Plan. 
Cash benefits at 3 stages + Ta» 
e A corpus on retirement 
e Regular future income 
e Maturity benefit with life e! 


ET TEST BM ror more details SMS CASH to 56070 





Visit: www.Dajajallianz.com 
n http://www.facebook.com/bajajallianz 
© http://twitter.com/bajajallianz 


Risk Factors and Warning Statements: Bajaj Allianz Life insurance C 


indicate the quality Of the product and its future pr pect rre 
b, ' 


ompany Limited and Bajaj Allianz CashRich Insurance Plan are the names of the company and 
nue letail 


k factors, terms and conditions please read sales brochure carefully be tore 


[ 
Income tax laws. Insurance is the subject matter of the solicitation. Read. Office Addres E Plaza, Airport Road, Yerawada, Pune - 411006, Reg. N 
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actual capital sum assured is taxable. However this provision is 
relaxed if the amount is received on the death of the person. 
The Direct Tax Code (which is currently proposed to be 
implemented from 1 April 2012) proposes to reduce the limit 
of 20 percent of the sum assured with respect to life insurance 
policies to 5 percent of the sum ossured. Hence a lot of existing 
policies which do not meet the premium to sum assured threshold 
will be impacted. 


Medical Insurance 

With improved and sophisticated medical facilities being available, 
the cost of medical treatment in India has seen a phenomenal 
surge over the post years. Insurance has become necessary, as 
it assists in times of unforeseen hospitalization emergencies. This 
has compelled individuals to allocate a proportion of their income 
towards medical insurance for themselves and their families. 


Apart from providing medical cover, premiums paid for medical 
insurance ore also eligible for tax benefits. 


At the time of payment of premium 

Under section 80 D of the Act, the premium paid by any mode 
other than cash by an individual or HUF towards medical 
insurance for self and family can be claimed as deduction from 
the gross total income. 

In case of an individual, deduction can be claimed in respect 
of amount paid to effect or to keep in force health insurance of 
individual himself or his family subject to a maximum limit of Rs 
15,000 per annum. The family of the individual includes spouse 
of the individual and dependent children. 

In addition, an individual can claim deduction from gross total 
income on health insurance premium paid for parents of ' 
15,000 per annum. Where the amount is paid by the individual 
to effect or to keep in force health insurance of an individual who 
is a senior citizen, the maximum limit of deduction is increased to 
` 20,000 per annum. A senior citizen is a person with age of 65 
years or more ot any time in the financial year. 


Insurance benefits relating to business 


Self-employed individuals, who are into business or profession, 
also find a need to secure their assets, stocks and business as 
whole, against events which could cause financial losses to the 
business. 


The premiums paid towards such insurance policies which 
are wholly and exclusively for securing the business risks are 
available as a deduction from taxable business income under 
various provisions of the Act. 


As an exomple, expenditure incurred on the insurance of 
machinery, plant and furniture used for business, against risk 
of damage or destruction, can be claimed as deduction under 
section 31 of the Act. The premises used for the business or 
profession purpose can be insured against risk of damage or 
destruction and the deduction in respect of the premium paid can 
be claimed under section 30 of the Act. 


Group Medical insurance 

Many employers these days opt for a group health insurance 
policy for the benefit of their employees and their families. Such 
a policy covers employees and their families from risk of high 
medical expenditure during contingencies 

At the time payment of premium 


an IMPACT Feature 


employees are not subject to tax on the premiums paid by the 
employer towards such policy as there is no immediate benefit in 
their hands on account of such premium paid by the employer. 
Thus, with its various advantages both from a risk cover and tax 
perspective, insurance is increasingly forming an inherent part of 
the financial and tax planning of an individual. 


Protection Planning with HDFC Life 
— Click2protect 


What is Click2Protect? 

HDFC Life Click2Protect is an online protection plan that 
helps secure your family’s financial future and liabilities from 
uncertainties in life. The plan is suited for those who seek 
insurance cover at nominal premiums against their liabilities. 


With HDFC Life Click2Protect, you can get a cover of | crore @ just 
Rs. 8600/ per year*, which will assist you in securing your 

* Home Loans 

* Childs Future Needs 

* Parents Future Well Being 

* Spouse's Financial Future 


What are the advantages of Click2Protect plan? 

* You can buy this plan at click of button , anytime & anywhere 
* High cover at a very nominal cost. 

* Flexibility to choose the Sum Assured and policy term 

* Attractive premium rates for Non tobacco user and those with 
healthier lifestyle. 

* Tax benefits under sections 80Cand 10(10D) of Income Tox 
Act, 1961. 


How can you buy Click2Protect? 
Customer can buy HDFC Life Click2Protect online at www. 
hdfclife.com 


What are the other features? 

On Death during the policy term, the sum assured will be paid 
to the nominee. The policy will terminate. As it's a pure term 
insurance plan no benefits are poid on maturity or surrender. 
Premium Paying Frequency is annual. There are differential rates 
for women and the plan offers a 30-day Free Look- in Period. 


* For a health non smoker male 25 years, with a premium paying 
term of 30 years, paying Rs. 8600 as annual premium without 
service tax. 


| Premiums paid by the employer towards approved group medical 
— insurance schemes for the benefit of its employees are available 
7 as o deduction from business income. On the other hand, the 
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— Wise, Listen To Chintamani’s Advice ——— 


Exchange offers don't work for insurance policies. 
Never give away your old policy for a new one. 





Buying a new policy is good, but not at the cost of an old policy because: 


* As time progresses, the premium allocation charge on your old ULIP reduces 
* This means more of your money gets invested in the market, adding to your investment 


—— , 
2 sooo wwwicicipruitecom | GP ICICI PRUDENTIAL: 
ers LIFE INS U8 A NECIE 





IN ULIP POLICIES, THE INVESTMENT RISK IN THE INVESTMENT PORTFOLIO IS BORNE BY THE POLICY HOLDER © 2011, ICICI Prudentia! Life Insurance Co. Lid. Registered Address: - (CIC) Pro Lie Towers, 1089 Appesntet A 
Mumbai-400025. Reg No: - 105 insurance is the subject matter of the solicitabon. For more details on the risk factors, term and conditions please read sales brochure carefully before concluding the sale. Unlike traditional products. Urst linked misura 

to market risk, which affect the Net Asset Values and the customer shall be responsible for his/her decision The names of the company, product names or fund options do not indicate their quality or future guedance on returma Funds do not offer gos 
returns. investments are subject to market risk. Advi no. PA11135/2011-12. * Available in select cities 


HOPE HEAL HEALTH HAPPINES 


CARDIOLOGY 
PULMONOLOGY 


NEUROLOGY CARDIOTHORACIC 
& NEURO SURGERY surgery JOINT REPLACEMENT “NEPHROLOGY 


SURGERY 
OBESITY & LIFESTYLE 


GYNAECOLOGY MANAGEMENT 


UROLOGY ONCOLOGY & 


SURGERY 
INFERTILITY RHEUMATOLOGY 


COSMETOLOGY MINIMAL INVASIVE 
SURGERY (MIS) 


BRINGING TOGETHER 
WORLD-CLASS HEALTHCARE 


Pune's First Medicity with: 
e 500 Beds EY I.C.U. Beds 

e 13 Operation Theaters 

è 15 Dialysis Units 

e 60 Consulting Rooms 

è Blood Bank & Fitness Clinic 

e Wellness Assessment Center 


il Top Doctors from around the world 


ADITYA BIRLA MEMORIAL HOSPITAL - Aditya Birla Hospital Marg, Chinchwad, Pune - 411033. 
Helpline: 020 4070 7500 / 7501 / 7502 Emergency No.: 020 3071 7777 

E-mail: abmhmarketing@adityabirla.com, corporate.desk@adityabirla.com 

Website: www.adityabirlahospital.com 
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her’ Site Address: Nehru Road,Santacruz (E),M 
ANAND BHAGTANI PROJECT Q R I O N 
FORTUNE INVESTMENTS — 


inchratna, opp. Panchavati Tower, A BUSINESS HUB 


* G ^1 La > 2 se 
anch Marg, Yari Road, Versova, WELCOME TO ORION YOUR NEW BUSINESS HUB IN SANTACRUZ. ANOTHER FIRST OF ITS KIND THIS COR 


indheri( W.), Mumbai - 400 061. FIRST IN THE LOCALITY OF SANTACRUZ. AND COMES FROM THE STABLE OF SUCCESSFUL PR 

el.: 6697 8991 / 2/3, 2633 8930 FORTUNE INVESTMENTS - A - DIVISION OF THE REPUTED A. P. PROPERTIES GROUP OF COMI 
Fax: 6678 9504. FACILITIES, BEGINNING WITH ITS PERFECT LOCATION IN THE HEART OF BUZZING SANTACR 

Email: approperties@ymail.com A 2 MINUTE WALK FROM SANTACRUZ STATION. YOU WILL APPRECIATE ORION'S FRIME SPOT 


Wehcite: una annranertirc>c CO in KURLA COMPLEX. THE BUZZING COMMERCIAL HUB DF THE SUBURBS. IT'S AN EAS 
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Union Budget is a laborious and lengthy 
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exercise that takes over five wonths, and is accompanied, in the 


final stages, by an obsessive emphasis on secrecy 
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e Preparations for a detailed 
estimate of the government's expenses for the 
forthcoming financial year begin. Currently, the 
government spends almost as much in a year as 
India's entire population does on food 






The first cut of 
the Budget is presented t 
the Finance Minister. The 
sheets on which the first cut 
[S presented are alwaus oiue 
It is claimed that black print 
shows up better on light blue 
paper than on white paper 


















All ministries want more 
funds every year. Bureaucrats from different 
ministries hold tough negotiations with 
finance ministry officials 
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Januarg Representatives of industry From early 
and bank associations, as well as January, journalists are 
select economists, meet the Finance barred from finance 
Minister to voice their concerns ministry, once again to 
and suggest measures to address ensure Budget proposals 
them that could be included in the remain secret 
Budget. The minister listens to all, 
but makes no commitment 
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finance ministry in = 
January and sets up 
systems to prevent leaks 
of Budget proposals. 
Telephones of key 
officials are tapped 














IET Visitors to 
the finance ministry 
are constantly 
monitored through 
CCTVs during this 
period. They are not 
allowed to use chairs 
outside the range of 
the CCTVs 
















Doctors 
are on call to 
combat any 

-.| health emergency t. 
| the quarantined Y, 
| workers in 

| the press | 







Budget documents are printed at a 
press in the basement of the finance 
ministry. Around 100 people working 
there are quarantined inside for a 
week before Budget Day, to prevent 
any details being leaked. This year, 
with the Budget postponed by two 
weeks, the quarantine will be in March 


The watch kept over 


the quarantined press workers goes t 

extreme lengths. Food tasters sample 

all the food served to them to ensure 
they are not poisoned 
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Minister makes a 
brief presentation 
to the President 
and the Union 
Cabinet on Budget 
Day before 
unveiling the 
full package in 
Parliament 


The Finance 

veads out the 
in Parliament, 
usualiy at 11. a. 
only difference this : 
is the date: the 
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Gear Up for Change 


Small cars with automatic transmission are becoming 
popular despite their higher cost, says Kushan Mitra 


he new iteration of Maruti 
Suzuki's best-selling entry- 
level sedan, the Swift Dzire, 
has a four-speed automatic transmis- 
sion (AT) variant. You no longer 
have to keep changing gears to 
match the car's speed while driving. 
The vehicle does so on its own — with 
just one (or two) forward options on 
the gear stick as well as a reverse and 
neutral option. It is the first Maruti 
Suzuki offering with automatic 
transmission since the AX variant of 
the Wagon R, launched years ago. 
That variant did not find too 
many takers, but the situation is dif- 
ferent now. “There is increasing 
demand for automatic vehicles in 
India,” says Mayank Pareek, 
Managing Executive Officer for 
Marketing and Sales at Maruti 
Suzuki. However, since all the ATs 
fitted in Indian cars are imported, the 
AT variants are always more expen- 
sive than those with manual trans- 
mission. In the case of Swift Dzire, 
the VXi AT costs 16.55 lakh (ex- 
showroom in Delhi), which is 11.22 
lakh more than the manual model. 


Pareek estimates they will account 
for only five per cent of Swift Dzire's 
sales, but this is still better than before 
when they were virtually ignored. 
"The price difference is quite large, 
but it is a small one to pay for those 
who want the convenience of auto- 
matic cars," he adds. Running costs 
are almost the same: the AT variant 
consumes only marginally more fuel. 

Automatics outnumber manual 
variants overseas and Pareek feels 
that with increasing numbers of 


Indians having travelled abroad and 
driven them, such cars are bound to 
get more popular in India. 
"Automatics are 90 per cent of the 
car fleet in the United States," he says. 
“I think people who return from there 
will drive sales," He also expects auto- 
matics to get cheaper as sales increase. 

Hyundai has been selling AT 
variants of its 110 and i20 cars for 
years now. At 15.11 lakh, its i10 
Sportz AT is the cheapest automatic 
car in India. (Its manual variant 
costs around 14.5 lakh.) But Arvind 
Saxena, Director, Sales and 
Marketing, Hyundai India, is scepti- 
cal. "Yes, people who go abroad get 
used to driving automatics,” he says, 
“But are they so used to them that 
they will pay 20 to 25 per cent 
more?" At present, in Hyundai's 
small car segment, automatics ac- 





count for only four per cent of s 


It is a diflerent story with biggt 


and more costlv cars. Since th« 
of an automatic is much the san 
all cars, the more expensiv: 


model. the narrower the cost diffe: 
ence between the AT and the regi 





variant. 


With luxurv cars. the situat 
the reverse: it is manual transi 


sion models that are the rarity 
BMW and Mercedes-Benz only 
vide manual transmission optio 
their high-end models. "Man 
tomers for these cars also buy sn 
cars, Once they have driven a 
matic in India, they find it diff 
drive a vehicle with manual t: 
mission again, says Pareek. € 
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hen the first personal nav- 

igation devices (PNDs) 

arrived in 2009, an auto 
magazine editor told me they were 
not really needed, since India was 
still a country where, to reach an 
unfamiliar destination, you had only 
to roll down your vehicle’s window 
and ask someone the way. 

No doubt, that has not changed. 
But navigation devices have become 
cheaper and much better than 
before. Driving. without having to 
stop every few hundred metres to 
seek directions, is so much easier. 

Even an editor with Business 
Today who does not himself drive has 
fallen in love with his PND. He no 
longer has to depend on his driver's 
awareness of the city's topography 
—or lack thereof - to reach wherever 


he needs to. And while I pride myself 


on having a good sense of direction, 
| recently found myself grateful for 
the pre-installed navigator on my 
Mahindra XUV500 while driving in 
an area where I did not know the 
roads. | was surprised at how accu- 
rate it was. 

The MapMylIndia system on the 
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Never Lose Your Way 


Improved navigation aids have made reaching unfamiliar desti 


XUV500 has some oddities — it uses 
the term ‘rotary’ for instance when it 
means ‘roundabout’. And once, it did 
direct me into a rather narrow allev. 
But that was because the settings had 
been optimised to find the shortest 
route, not the most practical one. 
Settings can be easily changed. 
Another system from the Dutch man- 
ufacturer, 





But these are minor quibbles. 

There are also smartphones now 
with built-in PNDs. I am currently 
totally in love with the Nokia Drive 
on Nokia's new Lumia devices. But it 
will not work if vour phone starts 
ringing while vou are driving, or vou 
choose to make a call — which in any 
case vou are not supposed to. I have 
also used Google Maps and Wisepilot, 
the online mobile navigation service. 
on Android devices. They may not be 
as accurate as the other systems, but 
they come free. 

I believe mobile handsets can 
replace most PNDs in the future, the 









way they are replacing point-and- 
click cameras. But there ought to be 
a way to switch off the device's abil- 
ity to receive calls, while retaining 
the ability to download data, particu- 
larly on Android devices where map 
data is constantly downloaded. 

The big step forward will be taken 
when more manufacturers following 
the lead of the likes of Mahindra on 
the XUV500, Volkswagen on the Polo 
and Vento, and Hyundai on the 
i20 by fitting navigation systems on 
their vehicles. 

Navigation systems do get it 
wrong sometimes. New roads may 
not get loaded instantly. But they are 
much better than before. And I have 
lost count of the number of times | 
have been sent on wild goose chases 
when I used the traditional method 
of seeking directions from passers-by. 

PNDs have also got cheaper. 
Those from MapMylIndia and 
TomTom start at 310,000. You can 
buy an Android phone with naviga- 
tion support for less than 35,000 
(data charges will apply). Nokia's 
Lumia devices start at around 
120,000. @ 
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t is that time of the year again. 

Employees everywhere are busy 

with appraisals. Most will find 
themselves fielding that old chest- 
nut: “Where do you see yourself in 
five years?” Even if they can breeze 
through the answer verbally, spell- 
ing it out on paper is not easy. Many 
are self-conscious and do not want 
to come across as overzealous or self- 
promoting. They are also wary of 
committing to something 
that may come back to haunt 
them later. 

Experts suggest that these 
difficulties can be overcome 
by writing down not just your 
goals, but also your values. It 
is the next logical step after 
taking stock of your achieve- 
ments during the year. And, 
yes, there is a reason for 
putting pen on paper: the 
process is believed to have a 
psychological impact, as it 
works like a “contract with 
yourself” and motivates you. 

Alexandra Samuel em- 
phasises the importance of 
writing in her seven-step 
process towards goal achieve- 
ment. In a Harvard Business 
Review blog, she writes: 
“Choose no more than three 
(goals), and be very clear if 
there is one you are most 
committed to achieving. Write these 
at the top of your spreadsheet in a 
large font so they keep jumping out 
at you.” Samuel is Director of the 
Social and Interactive Media Centre 
at Emily Carr University in British 
Columbia, Canada 

Do not wait till the end of the 
year to write down your goals, sug- 
gests Vaishali Kasture, a senior 
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opell it Out 


Writing down your goals can help in navigating the tricky part of an a 


investment banking professional. 
"Plan a year ahead for what you 
would want your key stakeholders to 
say about you at the end of the year,” 
she says. This helps in coming up 
with an actionable plan. 

At a deeper level, writing down 
your goals and values makes you 
introspect, which is the real key. 
Contemplation of personal value 
systems, personality, areas of excel- 





lence, new skills one seeks to acquire 
and even areas one may not want to 
explore are all central to what goes 
on appraisal forms every year. 

You may want to become a man- 
ager from a specialist job function 
but this may not be possible immedi- 
ately, because every role requires 
grooming. Besides, even if you have 
excelled at achieving targets, this 





may not be a role you relish. It is 
imperative therefore that vou deliber- 
ate on your internal motivations 
before stating your goals. 





your own. 

That brings us to the problem of 
breaking down vour big plan 
into smaller, achievable por- 
tions. Here. it is again impor- 
tant to first list vour current 
responsibilities and add some 
new initiative that builds into 
your vision for the future. Ask 
yourself if this is too big. Look 
at how it can be achieved and 
what is already expected of 
you. Work out how vou will 
find time for it and which part 
of the new initiative would 
require your direct involve- 
ment. Doing so not only 
allows vou to state your tar- 
get, it also lets you explore the 
possibility of collaborations. 
Good leaders know that suc- 
cess is best achieved when a 
situation is win-win. 

One smart manager 
wrote that she wanted to 
assist colleagues hard-pressed 
for time in a fact-gathering 

mission on the conditions of 
marginal workers. Her superiors 
jumped at her suggestion as no one 
wanted to do the work. which was 
very tedious. Within a coupe of 








Corporate Social Responsibility 
programme of the organisation 

Hope you are looking for that pen 
and paper, € 
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Building the Right B-school 


ISB's story has valuable lessons for those seeking to create world-class institutions 


hat would you make of a 

B-school that is just 10 

years young in a domain 

where age supposedly equals pedigree? 
IIM-A and IIM-C were established in 
1961; XLRI, Jamshedpur, in 1949. How 
would you regard a B-school whose 
courses are not formally ‘recognised’ 
by the All India Council for Technical 
Education? Which refuses to offer the 
regular two-year MBA programme? 
And, horror of horrors, refuses even to 
participate in any Indian ranking of 
B-schools (except those where only 
perceptions are taken into account)? 
And yet claims that it is not just among 
the best in India, but in the world too? 
You would probably dismiss it. But 

if it is the Indian School of Business 
(ISB), Hyderabad, you believe what it 
says. Period. It has been ranked No. 7 
and No. 8 in the last two BT Best 





An idea Whose Time has 
Come: The Story of the 
Indian School of Business 


northwest of the centre of Hyderabad. 
A group of people got out of the cars 
and stood looking at the hill, some 
holding umbrellas against the drizzling 
rain, studying the scene and talking in 
low voices." 

You would hardly liken that to the 
beginning of a story on founding a 
B-school. Sinha manages to maintain 
the same tone and pace through the 
book, peppering it with anecdotes on 
how things progressed and on lessons 
learned, some of which are lessons for 
aspiring entrepreneurs and managers. 

For instance, Sinha recounts how 
when he was CEO of the project, his 
approach reflected his consultant 
background. He would come up with 
multiple options on each issue and ask 
the Board to choose. That was when 
ITC's Chairman Yogi Deveshwar took 
him aside and reminded him of his 


By Pramath Raj Sinha 
Penguin India 


Pages: 210 Price: 3499 


B-school surveys. And for the past five 
years, it has been ranked among the top 
20 global B-schools by the Financial Times, a spectacular 
achievement by any measure. It has a (visiting) faculty 
roster that makes other schools turn green with envy, 
and students who are among the best in the country. 
How was this unachievable achieved? The story has 
been told and retold ad nauseum. yet when a book on ISB 
comes along written by Pramath Raj Sinha, it becomes 
irresistible. Sinha, a partner at McKinsey & Co. when the 
ISB project was launched in 1996 — the school itself started 
in 2001 — became an academic, ISB's founding dean, at the 
insistence of Rajat Gupta, the school's founding chairman 
(and now fighting insider trading charges in the US). By 
all accounts, he was as good a dean as he was a manager. 
That Sinha is a good storyteller becomes clear from 
this book. The first paragraph resembles the start of a 
Robert Ludlum thriller: “On a damp summer day in 
1998, a small column of cars pulled up at the side of the 
road next to a low hill in Gachibowli, about 10 miles 


role: "Pramath, you are the CEO. Your 
job is to come to us with decisions, not 
ask us to make decisions." A more valuable tip than 
anything a B-school could teach you. 
<- What appeals most is Sinha's honesty. He readily ac- 
cepts that ISB has succeeded beyond the expectations of 
its founders. And at the same time, admits that many of 
the early goals are yet to be reached. This candour makes 
the book an eminently readable one. And useful, too. 
Talking of rankings, IIM-A is the only other Indian 
B-school in the FT Global MBA rankings, at No. 11, nine 
slots ahead of ISB. But that is not the point. The point is: 
two of the world's top 20 B-schools are from India, the 
same number as from Spain, UK and France; China has 
one; the US 11. But as many experts will tell you, we need 
many more. With Great Lakes Institute of Management 
opening in Chennai, and with ISB's second campus slated 
to open in Mohali this year, we seem to be on the way. If 
you want to join them, pick up this book as a first step. 
ALOKESH BHATTACHARYYA 
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A LU It's always sunshine for vou 


Inviting dynamic professionals 


Anu Solar Power is looking for people who believe in working 
towards their individual growth alongside India's largest 
diversified solar conglomerate. We are poised to go global and 
set to cross € 5 billion in revenues by 2014, Precisely for that, 
you have to be our equally dynamic & accomplished partner, 
We invite you to join us in our mission to make this world 
green and eco-friendly. 


1, General Manager - Channel Sales - 3 Se 





Pune / Dethi / Kolkata — 


MBA with atleast 5 to 7 years of experience in similar position 
handling a substantial portion of Indian market for companies 
dealing with high value consumer durables / industrial 
equipments like boilers, engines etc. Upper Age Limit : 42 years 
CTC: 3X 48 lacs onwards 





2. General Manager - Exports - No 


Mumbai / Bangatore 


MBA with atleast 5 to 7 years of experience in similar position, 
well versed in international trade and having good track record. 
Preference will be given to candidates having experience in 
renewable energy trade. Upper Age Limit : 42 vears 
CTC: € 48 lacs onwards 


3. Zonal Manager Sales - 16 nos 1 
Chennai / Hyderabad / Coimbatore / Vizag / Mumbai / Nagpur 
/ Delhi / Pune / Patna / Bhopal / Lucknow / C! andi igarh / 
Kolkata / Bhubaneswar / Baroda / jaipur / 





MBA preferably with BE and atleast 3 years experience in 
similar position. 
CTC: X 12 lacs onwards 





4. Area Manager Sales - 56 nos 
All major cities in india | 

MBA preferably with BE and atleast 2 years experience in 
similar position. 

CTC: © 7.2 lacs onwards 


5. Business Development Managers - 300 nos — 





Corporate / Channel Sales / Major Industrial and Commercial 
centres across India 
BE preferably with MBA and atleast 3 years experience in 
similar positions. 
CTC : 3 7 lacs onwards 


6. Training Managers - 12 nas i 





Bangalore 


Dynamic personalities with atleast 5 yrs experience in handling 
training sessions for development of sales personnel. He 
should be an expert in stress management and should be able 
to transform fresh recruits to successful sales person. 
CTC: 3X 10 lacs onwards 





Please send your applications along with detail 
credentials by mail to hr@anusolar.com within 7 : — 


ww'w.anusolar.com 
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Room for Growth 


As hotel chains in the country expand, they are increasingly scouring 
small cities for recruits, says Manasi Mithel 
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In the bag: Small-town recruits such as Clayton Savio Bastian (seated, above) have a growing career option 


layton Savio Bastian is Duty 

Manager at the Hilton in 

Janakpuri. New Delhi, but he 
is a small-town Goan at heart. The 
28-vear-old works nearly 2,000 km 
from the state where he was born 
and raised, even though it is one ol 
the world's favourite seaside holiday 
destinations. He is an example 
ofthe growing trend in the hospital- 
ity industry of recruiting stall from 
small towns. 

Hilton Worldwide's next hotel in 
India — scheduled to open in a few 
weeks in Gurgaon, near Delhi — will 
have 15 to 20 per cent more small- 
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town recruits than its last. Sunil 
Kumar, Regional Director, India. for 
Hilton 
Worldwide, savs there is a shortage 


human resources al 


of skilled manpower. 

The trend of recruiting from Tier 
Il and M cities is not limited to the 
metros, however — the increasing 
number of hotels in small towns is 


10,000 


is the number of hotel management 
graduates a year in India, but the 
demand is three times as much 





adding to the demand. The trend is 
also industry-wide, and not restricted 
to a few big chains. "There has been 
a 20 per cent increase in hiring from 
small towns over the past five to 
six years,” says Gurmeet Singh, 
Marriott International's Area 
Director of Human Resources for 
India and the Maldives. 

It does not look as though 
demand will slow down any time 
soon. Hilton's Kumar says the 
industry expects to add around 
61,000 hotel rooms over the next 
four to five years. There are some 
1 20,000 hotel rooms in the country 


at present, according to Richie 
Madan, Executive Director at Elixir 
Consulting, a recruitment process 
outsourcing company. 

Supply, meanwhile, is struggling 
to keep pace. The country’s hotel 
management schools graduate just 
over 10,000 students a year. “The 
requirement is at least three times 
this number," says Hilton's Kumar. 
His group plans to add six hotels by 
the year-end, bringing its total in 
India to 14. To staff them, it will have 
to look in Tier H and Tier III cities. 

The Oberoi Group is also 
scouring small towns. That is where 
some 40 per cent of the group's 
employees are from, says Amrita 
Bhalla, Executive Vice President for 
Human Resources. "For the Trident 
Hyderabad, which is slated to open 
later this year, we'll be hiring 300 to 
400 people from Tier H and IH 
cities," she says. 

Bhalla says proper training is 
especially important when recruiting 
from smaller towns, because 
candidates often do not have the 
same kind of exposure as their Tier I 
counterparts. "Brushing up English 
language skills, and developing 
cultural awareness and self- 
awareness, are key to the learning 
process," she says. 

Sarovar Hotels & Resorts, which 
opened six hotels in Tier II and III 
cities in 2011 and hired around 200 
people from these cities, had to do 
exactly this. People had to be trained 
for senior roles. "We have an 
e-learning platform and in-house 
training to help our people develop 
the required skill sets," says Ajay K. 
Bakaya, Executive Director. 

Small-town recruits may require 
careful training, but Marriott's Singh 


aKnown. 


from Morster.com 





* Figures in ¢ lakh. Approximate salaries for sector as a whole. Amounts vary depending on experience, 


tocation, specialised skills, and other factors 


points to a quality that endears them 
to employers: they are less prone to 
changing jobs than their counter- 
parts in big cities. 

small towns themselves are add- 
ing to the demand. "There is huge 
hiring demand from Tier II and HI 
cities today," says Madan of Elixir 
Consulting. "With reasonable oper- 
ating costs, low property prices and 
increasing disposable incomes, hotel 
chains are finding it easier to set up 
hotels in these cities." 

With premier educational 
institutions coming up in small 
towns, the aspirations of locals have 
changed. and hospitality is 
increasingly seen as a career option. 
"People get to stay with their 
families, work with good brands 
and build a career for themselves." 
says Madan. 

Sundeep Mathur, Vice President 
for Human Resources at Roval 
Orchid Hotels. says small towns are 
the "place to be", His chain has in- 


Source: RT research 





creased hiring from such locations 
over the past two years, and opened 
hotels in cities such as Hospet, 
Mysore and Shimoga in Karnataka. 
Mussoorie in Uttarakhand. and 
Vadodara in Gujarat. "We are soon 
going to cross 500 team members in 
Tier H and Tier [H cities.” he says. He 
adds that many emplovees see "off 
beat" locations as opportunities to 
learn and grow. 

The career of 42-year-old Suman 
Nannaiah, General Manaser of 
Royal Orchid's two properties in 
Mysore, is a good example of the 
growth opportunities that small- 
town India offers. With 13 vears of 
experience in the hospitality indus- 
try, she joined the front office staff at 
one of Royal Orchid's Mysore hotels 
in 2009. Within two years, she rose 
to a managerial post. and oversees 
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Step Up Placements 

Technology Buyer 

Location: Gurgaon 

Job ID: 11065928 

Description: 5~7 years in Strategic 
Sourcing, Supplier development, 
technology product buying (like casting, 
forging, proprietary) and leading CFT with 


multiple locations. 


Unity Infraprojects Limited 

Senior - Engineer 

Location: Delhi 

Job ID: 10978269 

Description: He should be responsible for 
resource planning and quality check. 


CedarCrestone Software India Pvt Ltd 
HR Manager 

Location: Hyderabad 

Job ID: 10580260 

Description: Strong hands-on human 
resource management with sound 
knowledge and understanding of business 
environment. 


JSW Steel Limited 

Legal Services - Manager 

Location: Mumbai 

Job ID: 10919241 

Description: Co-ordination with the 
concerned stakeholders, Good connections 
with the BMC & Mantralay officials etc. 
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Rolta India Ltd 

Vendor Development Manager 

Location: Mumbai 

Job ID: 10886656 

Decription: Preparation of manufacturin 
reports for products identified fo 
manufacturing, setting up manufacturing ai 
Rolta for the identified products etc. 


Meritor d 
Project Engineer 

Location: Bangalore 

Job ID: 11015534 

Description: Assists Tear 
Leader/ Engineering Manager to develo 
manufacturing engineering proces 
specification for Reman products. 


Punj Lloyd Limited 

GM-Legal 

Location: Gurgaon 

Job ID: 11066825 

Description: Candidate must be well verse 
with Contract Acts, Companies Act 
Corporate Law, SEBI, FEMA regulations 


Listing Agreements, etc. ‘in 


Raventure Solutions 

Payroll/ Compensation - Head/ Mgr 
Location: Bangalore 

Job ID: 10932544 

Description: Managing all the majom 
programmes related to C&B like 
Compensation review, Variable pay 
Policies etc. 


»» Type the Job ID in the "Search Jobs" box »» And click the "Go" button 


Find the right candidate with Monster's 3 Layer Quality Check 
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| Schneider Electric India Pvt Ltd 


Schneider 
Electric 


Network Administrator 

Location: Bangalore 

Job ID: 10978613 

Description: Overall 4+ years post 


/ qualification experience with network or 


end-user support in a TCP/IP networking 
environment. 


| Juniper Networks Inc. 


juniper | 





amcdocs 
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GlobalLogic 


Leaders in Sofware RAD Services 





apply for above jobs logon to www.monster.com >> 


Software Engineer/ Programmer 

Location: Bangalore 

Job ID: 10861885 

Description: Looking for senior engineers 
in the Packet Forwarding Team of EABU, 
Juniper Networks, 


Amdocs 

Software Engineer/ Programmer 

Location: Pune 

Job ID: 10966393 

Description: Applicant must have 
experience in C,C+ +, SQL, UNIX, Unix 
Shell scripting and E2E CR flow. 


GlobalLogic India Pvt Ltd 

Developers /Sr. Developers 

Location: Gurgaon 

Job ID: 10997131 

Description: Candidate must have 
minimum 1.5 years experience in software 
development. 
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Type the Job ID in the "Search Jobs” box And 


Finding the right candidates made 
us make the world borderless 


monster :com 


Perficient India Private Limited 

ERP, CRM - Technical Consultant 
Location: Chennai 

Job ID: 10158297 

Description: Responsible for participating 
in the successful delivery of IBM MDM 
technology and strategic initiatives on 
Perficient projects. 


Mastek Limited 

iPhone/iPad/iOS Developer 

Location: Mumbai 

Job ID: 11003410 

Description: Looking for 
iPhone/iPad/iOS Developer with the 
experience range of 2-4 yrs for our 
organization, 


IMSI India P Ltd 

Coldfusion Developer 

Location: Bangalore 

Job ID: 10788212 

Description: Minimum 3 yrs of experience 
is required, 


JDA Software 

Software Engineer/ Programmer 
Location: Bangalore 

Job ID: 10801901 

Description: Knowledge/Experience in 
Operations Research, linear Programming 
andC+ +. 
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Manokam 

Sales Executive 

Location: Bharuch 

Job ID: 10962971 

Description: He should have exposure to 
marketing or sales of automobile parts or 
any construction equipment. 


Siemens Ltd. 

Business Development Executive 
Location: Baroda / Vadodara 

Job ID: 11046917 

Description: Candidate should be 
conversant with gas turbine knowledge. He 
should possess good communication skills 
to suit sales requirements. 


Career Net 

Sales Manager 

Location: Pune 

Job ID: 10971574 

Description: Formulate and implement 
Distribution Plan for the Unit for achieving 
business targets of sales unit. 


Murugappa Group 

Sales Exec/ Sales Representative 

Location: Pune 

Job ID: 10909752 

Description: Responsible for Sales in 
Western Region. 
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Mukesh Infoserve P Ltd 

Business Development Executive 
Location: Chennai 

Job ID: 10816401 

Decription: Should possess experience | 


' complete sales. 


Kelly Services India Private Limited — | 
Business Development Manager 
Location: Mumbai 

Job ID: 10891458 

Description: Marketing of Proce 


" Technologies of PamGlatt m/c 


Promotion of R&D Segment etc. 


JYOTILTD 

Manager / Sr. Manager 

Location: Baroda / Vadodara 

Job ID: 11069134 

Description: Study of tender documents 


preparations of bids synopsis highlightii 


> Type the Job ID in the “Search Jobs” box 


salient commercial & technical features. 
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Shriram Fortune Solutions Limited 
Area/ Territory Sales Manager 

Location: Yamunanagar 

Job ID: 11039635 

Description: He will be responsible fo 
Training, Development and motivating th 
team & able to build effective profession: 
relationships with agents, clients. 
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Model Poll Conductor 


he steely standards set 
by T.N. Seshan, when 
he was Chief Election 
Commissioner (CEC) in the 
1990s, have been followed 
by most of those who 
succeeded him. They have 
been tough, no-nonsense 
individuals, determined 
to uphold the Election 
Commission's (EC) statutory 
independence and enforce 
the model code of conduct for 
elections scrupulously, even 
if it meant pulling up top 
members of the government. 
SHAHABUDDIN YAQOOB QURAISHI, 64, the 
current CEC, is no different. His clashes with Law 
and Minority Affairs Minister Salman Khurshid 
and Steel Minister Beni Prasad Verma for their 
alleged violation the code during the just- 
concluded campaign for the Uttar Pradesh 
assembly elections, were the stuff of front page 
newspaper headlines for days. He even complained 
to President Pratibha Patil against Khurshid. His 
face-off in January with Punjab Chief Minister 
Prakash Singh Badal, who accused EC officials of 
exceeding their mandate, only to be sharply 
rebutted by Quraishi, was equally high profile. 
An initially defiant Khurshid later apologised 
for the speech — promising a nine per cent sub- 
quota for ‘backward minorities’ — Quraishi had 
objected to. Curiously, this was the second recent 
face-off between Quraishi and Khurshid. Earlier, 
Quraishi had complained to Prime Minister 
Manmohan Singh that a remark of Khurshid’s in 
a television interview was an attempt to under- 
mine the EC’s authority. Khurshid had said every 
institution was under some sort of government 
control, citing the example of Ec officials having to 
take the law ministry permission for foreign tours. 
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Singh assured him there was 
no such intention. 

Quraishi’s critics, how- 
ever, maintain his strictness 
has sharp limits, and that he 
did not go far enough in the 
Khurshid case. “He should 
have debarred Khurshid 
from further canvassing.” 
says Bharatiya Janata Party 
leader Shahnawaz Hussain. 
Others insist the CEC has 
never confronted the most 
senior leaders of the govern- 
ment. Quraishi did not 
respond to Business Today's 
request for an interview. 

An alumnus of St Stephen's College, Delhi — 
an alma mater he shares with Khurshid — 
Quraishi, joined the IAS in 1971 and was assigned 
the Haryana cadre. He is a rare CEC in that he has 
observed the electoral process from the bottom 
up, having been a returning officer during the 
then newly created state of Haryana's first 
assembly election in 1972. In a 35-year-long IAS 
career ~ ending in June 2006 when he joined the 
EC, rising to CEC in July 2010 — he has held a 
number of key positions, including that of Union 
Health Secretary and Director General of National 
AIDS Control Organisation. 

Alongside, Quraishi has also found time for 
academic pursuits, acquiring a Ph.D for his thesis 
on The Role of Communications and Social Marketing 
in the Development of Women and Children, writing 
a book Old Delhi: Living Tradition, that mixes 
history and sociology, as well as several papers on 
the socio-economic situation of Muslims, and the 
AIDS problem. He is fluent in several languages. 
including German, Persian and Arabic. Quraishi 
has two children, a son and a daughter. 
ANILESH S. MAHAJAN 




































banking on ` 


He took an eight-month break ah 
career as an investment banker wit, 
such as Morgan Stanley and Credit St 
family saw much more of me," says VIR 
49, father of three grown-up children, grit 
Gandhi has floated his own advisory ventun 
Capital. "The focus will be on M&As and invest) 
advisory," he says. His fledgling firm has alread 
one big client in the form of Canadian Pension | 
with a fund size of $152 billion. "I'll be advising then 
on India investment," says Gandhi. “A lot h 
changed in the Indian corporate sector. There ar 
many Indian multinationals with bigger ; 
ambitions." An alumnus of Bombay Universit, 
a chartered accountant, Gandhi has an MBA fr 
Harvard Business School, and is an avid golfe 
a keen interest in developmental work." add 
who was on the board of the US-based Gramee 
Foundation for over five vears. He was recent! 
inducted into the governing council of the $ 1 -bil 
India Inclusive Innovation Fund. 

ANAND ADI 


>. Vikram Gandhi 
Founder, VSG Capital 









Jp India 


AWANI may be 63, but the serial entrepreneur and Chairman of Symphony 
Group. who graduated from IT Bombay, still has the spirit of a young man. 
(fs ago. his Wadhwani Foundation launched the National Entrepreneurship 
ork to help start-ups get going. Wadhwani feels India has vet to acquire the kind of 
art-up culture' countries such as the US have, and to do so. "the government has to help" 
bv at least reducing the number of licences required to begin work. For a man whose first 
business was a canteen of sorts at IIT Bombay hostels that was shut down due to lack of 
permissions, that will be some endorsement. 
KUSHAN MITRA 
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former British tar 
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a slightly sweet 

India. This will 
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We Shattock s team | 

i 2 the last six moi 

A cA LS. innovating to n 

very Indian dei 

TEACHER'S company recently launch 
the first readv-to-drii 

canned Scotch: à mi 

Teacher s whisky and cola 

"This is an innovation that 

came from India," savs 

Shattock, whose routin 

includes savouring spicy 

Indian food every Friday 
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Hair Again 


"Indian women have beautiful hair. They look as if their hair has been photos 
says GEORGE M. KEUNE, CEO of the 90-year-old family-run Keune Haircosmet 
Dutch cosmetics major with strong presence in Europe, US, Brazil and Taiwat 






India recently to relaunch his company s produc! 
the professional salon segment. “The company et 
six years ago, but the choice of wrong people hurt 
performance," adds Keune. @ 
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GEETANJALI KIRLOSKAR 


Chairperson, Kirloskar Technologies 


My leadership style 

EB Delegative 

Eí Participative 
iB Authoritative 
E All of the above 
The political leader 

| admire the most 


Margaret Thatcher 


The business leader 
| admire the most 


Akio Toyoda, President 
and CEO, Toyota Motor 
Corporation 


The leadership lesson 
| remember the best 


The true test of a 
leader lies in his ability 
to retain his team and 
keep it charged up 
through difficult times 


A book | would recommend 
on leadership 


Peter the Great by 
Robert K. Massie 
The difference between 
a manager and a leader 
A leader drives 
inspiration while 

a manager drives 
delivery 


All good managers are 
good leaders 


No 


As told to K.R. Balasubramanyam 
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Prasanna Kumar Nayak, Head - IT, Micromatic Grinding Technologies 


Micromatic Grinding Technologies (MGT | ! | Plans for future growt! 


manufactures a range of external, internal support from a one-st 
universal and Special purpose cylindrica 
gnnders in CNC, PLC, and hydraulic version: 


The company has 57 percent of market share 
and relies heavily on technology to stay ahead 
MGT needed a scalable IT infrastructure that 
would help employees to satisfy growing 
customer requirements. However, additional 
ervers needed extra physical space and up 


two months for deployment. With architecture 


and management strategies grounded in oper 

standards, Dell enabled a modular approac! Significant improvement in customer 
nfrastructure — scaling Recognising the response time as ERP performs better 
pressing needs of MGT, Dells IT consultin 

team deployed PowerEdge” R710 server th 

VMware® vSphere™ 4 virtualization software 


and a Dell EqualLogic " PS6010XV 

storage area networ k (SAN) 

88 percent server consolidation enables | MOM 
i $ IL ut 


significant increase in performance 
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Learn how Dell solutions are helping organisations 
become more efficient than ever, go to 
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ENDLESS POSSIBILITIES: 


India's inspiring progress is matched only by its 
will to protect itself. And ih Boeing, Indià finds a 
willing and able partner. One who understands 
and delivers customized defence solutions. One 
who will. work to enhance- indigenous defence 
capabilities, and become India's trusted. 
aerospace .partner. With a partnership. as 
focused as this, the possibilities of what's to 
come are, indeed, endless. 
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From the Editor 


hen I lived in the Philippines in the late 1980s, everybody spoke 

English with an American accent, there were jokes about being the 

“Sst US state", the US military had a huge presence. and the 
economy was heavily indebted to a consortium of mostly-American banks. 
Fifteen years later I was listening to a JP Morgan executive in an office in 
Makati, the business district in Manila, tell me about how many more "seats" 
the investment bank had set up in its back office. The densely-packed tall build- 
ings in Makati were buzzing with young Filipinos 24 hours a day and coffee, 
pizza and sandwich bars were doing roaring business. Another seven years 
down the road, Philippine call centres are eating India's lunch. and Indian 
firms are the stuff of much online mirth - they have even spawned the popular 
NBC sitcom Outsourced, where the “lovable” Todd Dempsey is parachuted into 
a faux-Mumbai to run a bunch of, well, Indian caricatures, and they were grist 
for Chetan Bhagat's pulp mill. 

We say "IT-BPO" in the same breath, but the reality is that with few Indians 
truly proficient in English. the absence of a clear government-industry- 
university nexus on training and skill development, absurd staff turnover as 
our young and restless hurtle from one job to another, and even, as NASSCOM's 
Som Mittal put it recently, the need to take care of everything from transporta- 
tion to protection for women call centre employees at night. 
India has just about priced itself out. 

"When you get to the Philippines you will notice that 
all of their signage, their billboards, their radio, their TV, 
everything that they talk about is in English. You'll find that 
their favourite sport is basketball, and they follow the NBA 
more closely than we do here in America... It's a very 
Americanised culture," says Tom Milligan of Vector BPO in 
a provocative YouTube clip at http://goo.gl/tSKa X, So, how 
are Indian firms fighting back? They may be losing the voice 
battle, but that does not mean the end as Associate Editor 
Goutam Das and Special Correspondent Sunny Sen describe 
in our cover story from page 50. 

The state assembly elections have blown like a scorching dust storm 
through the corridors of power. For the second time in a row, Uttar Pradesh 
has voted in a government with a clear majority. Mulayam Singh Yadav, as 
much as Mamata Banerjee, Jayalalithaa, Naveen Patnaik, Nitish Kumar, or 
Prakash Singh Badal, can stand up to the Congress party on everything from 
security to economic legislation. This issue hits the news stands just before 
the Budget, and we do not expect pleasant surprises. Will populism trump 
prudence? Read our election analyses on pages 14 and 20. 

With stock markets as volatile as they are — the BSE Sensex fell to its lowest 
close in five weeks the day after the election results - how will investors 
behave? They certainly seem to be chary of routing their money to mutual 
funds. Twenty-three of the 44 fund houses for whom data is available are 
carrying forward losses, and as Assistant Editor Rajiv Bhuva notes, retail inves- 
tors, who make up 97 per cent ofthe investor population, accounted for a mere 
24 per cent of mutual funds' assets under management as of September last 
year. Bhuva's analysis is one of the key features in Business Today's special 
package on mutual funds. In 1993, BT and Value Research, both very new 
then, came out with India's first-ever risk-adjusted performance ranking of 
mutual funds. This annual ranking continued till 1998, when the association 
broke off. This year, Value Research and BT have again come together in an 
exclusive partnership to rank India's best mutual funds. But the ranking cat- 
egories are completely different and targeted at investors' risk-return profiles. 
You will profit by our study, starting on page 58. 
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Blame Game 

Your cover story Low on Gas (March 
18) was a good one. Reliance 
Industries's problems with the Oil 
Ministry have persisted for a while. 
In 2011, the CAG had criticised the 
ministry for not meeting customers’ 
requirements. With the continuing 
fall in gas output at Reliance's KG- 
D6 oilfields, many are being forced 
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How the Petroleum Ministry is reining in Rellance Industries 
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Cotton exports ban: Modi seeks explanation: 
When Mr Narendra Modi tries to do good things, 


Gokul Nath 


MPs press for hiking I-T relief limit to % lakh: 
Population control with Economics!! Raise the 
limit to %5 lakh for those who have a one child, 


keep it 33 lakh for those with only 2 children 


Sheryas Padhe 


inflation (Last Chance to Get it Right. 
March 18). The rise in the cost of 
living index has affected the poor. 
The exemption limit of service tax 
should be increased to a reasonable 
limit, say {1 crore. This will enable 
the government to focus on the big 


— À S fish and earn more revenue. 
Mahesh K., Delhi 
to import costly LNG. The 
government and RIL are blaming A Study in Contrasts 


each other for the mess. I am not 
surprised that the government had 
favoured RIL earlier and is now 
saving its back by blocking its way. 
Arijit Guha, Kolkata 


Alert for FM 

The purchasing power of the rupee 
is declining fast because the 
government has failed to control 


The package on two important 
states, UP The Down Staircase and 
Miles to Go..., was a great read. I 
was impressed by how fast Bihar is 
progressing on the development 
path. I am glad Nitish Kumar 
preferred building flyovers rather 
than his statues. It is all about 
having a good leader at the top. 
Ajaz Hussain, Patna 


An industry that has much 
to offer could potentially 
be killed @BT_India: Top 
honchos venture into 
e-retail business 


carvk 





Corrections 

The cover story on Reliance Industries 
(Low on Gas, March 18) erroneously 
mentioned IPCL is 46 per cent owned by 
Reliance and that Mukesh Ambani is 
IPCL's chairman. [PCL was fully taken 
over by the Reliance Group in April 2007. 
The error is regretted. 


The report on Prakash Kulkarni. former 
MD of Thermax, (Indias's Best CEOs, 
February 5) citing reasons for putting him 
in the list of best CEOs says: "...for 
bringing Thermax's only loss-making 
division back into the black, Kulkarni 
declared that his MD M.S. Unnikrishnan 
would get a Honda City, the same car he 
himself was driving." In fact. the company 
was running at a loss in 2000/01, not just 
one division. Unnikrishnan is currently 
Thermax MD, he was not so then. We 
regret the error. 


Send all your comments to editor.bt@intoday.com 


www.businesstoday.in/coverstory: Jaming Reliance (March 18) talks 
about differences between the RIL and Oil Ministry 


www.businesstoday.in/coverstory: Married to the Job (March 4) is 
Business Today's Uth annual listing of the best companies to work for 
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10 BUSINESS TODAY April 1 2012 


BT SCRAPBOOK 

> React to articles in BT 

>Suggest story ideas 

D'Share your experience as consumer or SME 

>See what others have to say on our stories 

on scrapbook at www.businesstoday.in 
Customer Care, India Today Group, A-61, 


Sector-57, Noida (U.P.) — 201 301 

Phone: (0120) 2479900 from Delhi & Faridabad; (0120) 2479900 
(Monday-Friday; 10 am-6 pm) from Rest of India; 

Toll free no. 1800 1800 100 

(from BSNL/ MTNL lines); Fax: (0120) 4078080 

E-mail: wecarebg@intoday.com 


FOR SUBSCRIPTION ASSISTANCE WRITE TO: 


Connect the way you want. 

GoFlex™ lets you move up to USB 3.0 
to take advantage of vastly improved 
data transfer speeds. 





Faster Speed with [r3 f° 





Seagate Representatives: South: Kiran Bobby — 9880948355 * East: Prasanta Ray - 9631167213 West: Rahul Seth —- 9819020604 * Delhi, P b, | Sangramsinh Shetar 

Amit Sharma — 9314613817 * Biz Dev: Praveen — 9500073931 

Seagate Authorised Distributors: Fortune Marketing Pvt. Ltd. -011-30890014 * Supertron Electronics Ltd. -033-22131221 *Ingram Micro India Pvt. Ltd. -022-67960101 + Redington India 
Seagate Premier Partner- Sub Distributors: Ahmedabad: Earth Syscom Pvt. Ltd. - 26857024 * Silverline Infocom - 26857292 * Bangalore: Jain Infoways - 22998368 + Mega Compu Wor 
Com Systems Pvt. Ltd. - 42168489 - UMS Infotech Pvt. Ltd. - 28603261 * Gurgaon: Aryan Technologies & Telecommunication Pvt. Ltd. - 4085126 * indore: Pacific Systems & Servir 


Computers - 4065445 * Jaipur: Advance Computers - 2523546 * Kanchan Computech Pvt. Ltd. - 2229477 * Kochi: Aldous Glare Trade & Exports - 2312820 * International Marketing C 
2377222 + Positive Systems - 2376382 * Westren | T Distributors - 2358835 * Kolkata: Suntronic Systems - 22137434 * Supreme Technologies Pvt. Ltd. - 22119355 * Technocrat Infote 
Ltd. - 22129559 - Mumbai: Chip-Com Traders Pvt. Ltd. - 43471618 - Om Shakti Computers - 23803583 - Shiv Shakti Technology Pvt. Ltd. - 65587279 » Solutions - 2387 ‘Unitech Ser 
26719978 * Nagpur: D Wat Global Ltd. - 2465600 * Real Computers - 2547364 * New Delhi: AVS Informatics Pvt. Ltd. - 26473133 * Creation Computer Tech Pvt. Ltd 

Enterprises - 30217567 * Baba Infotech Pvt. Ltd. - 24485268 * Poonam Electronics - 25521740 + Rajkot: Anyway | T Solutions - 6528704 - Compage Computers Pvt 
66385777 * Shweta Computers & Peripherals - 66387451 + Vishal Peripherals -27814523* Surat: Ria Computers Pvt. Ltd. - 2235882 


: — V 
at croma! J P3 -——— Hype JUMBO A Sitandmars 


Also available a 








I$ 


CARICATURES BY SANTOSH 


MANEESH AGNIHOTRI 

















( 
| 
| 


Winning Hand: Samajwadi Party supremo Mulayam Singh Yadav (left) and the party's 
modern face Akhilesh Yadav have dashed Congress party's hopes of playing 
kingmaker in India's biggest state Uttar Pradesh. See also Page 14 


Corporate 


Aviation is still hitting the 
headlines. for all the wrong 
reasons. The International Air 





Transport Association, an 


umbrella body of all travel agents, 
suspended Kingfisher Airlines 
from its clearing house following 
mounting unpaid dues. The 
airline and Air India are also 
having to face increasingly 
agitated pilots, so much that the 
former CEO Sanjay Aggarwal 
warned of a possible shut down 
(See also Losing Colour, BT, March 
18, www.businesstoday.in/ 
kingfisher-impact). 


From a token payment of $1 in 
2010, Citigroup CEO Vikram 
Pandit has graduated to his big 
pay cheque — $14.86 million in 
2011 — from the third biggest US 
bank. It included a salary of $1.7 
million, cash bonus of $5.3 
million and options valued at 
$7.8 million. In 2009, Pandit's 
total pay package was $128,751. 
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Shares of Reliance 
Industries, India's top 
company by market 
capitalisation, have 
fallen by nearly 20 per 
cent over the past 12 
months, but Chairman 
Mukesh Ambani is still 
Asia's richest person 
with a net worth of 
$26.8 billion. The Daily 
Bloomberg Billionaires 
Index, on its launch day, 
placed Lakshmi Mittal, 
Chairman of 

the world's largest 
steelmaker 
ArcelorMittal third 

on the list with a net 
worth of $23.6 billion. 





Ranbaxy Laboratories has 


launched generic copies of 


Lipitor. (drug name: 
Atorvastatin) in Germany, Italy, 
the Netherlands and Sweden. The 
launch of the copy of the largest 
selling drug of all time has come 
two months before patents expire 
in these four nations. Lipitor 
generated annual sales of $13 
billion at its peak for drugmaker 
Pfizer. Atorvastatin is a 
cholesterol-busting drug. 


The long wait is over. Apple 
unveiled a new iPad tablet with 
a sharper display and the ability 
to connect to the Internet on 4G 
broadband networks. This iPad 
will have a high-resolution 
display, a five megapixel camera 
and even a microphone to take 
dictation. The new iPad will start 
at $499 (325,000) for a Wi-Fi 
only model in the Us. In India, 
the entry level iPad 2 will now 
cost 124,500, compared to 
129,500 earlier. 


Lehman Brothers, 

whose collapse in 
2008 led to global 
financial meltdown, has 
emerged out of a record 
$639-billion bankruptcy. 
Lehman will start 
distributing about 
$65 billion to creditors 
whose claims total 
about $300 billion. 


BP Plc reached an 

estimated $7.8 billion 
settlement with 
businesses and 
individuals in a bid to end 
litigation in the 2010 
Deepwater Horizon oil 
rig disaster, the biggest 
offshore spill in US 
history. The UK-based 
energy major is also 
facing $17.6 billion in 
fines for pollution law 
violations. 








As Indians await the 
new Budget, here is 
what neighbouring 
China is up to. Premier 
Wen Jiabao set the 
economy's growth target 
at 7.5 per cent, lower 
than the 8 per cent it has 
stood at for years. 
Central and local 
government spending will 
rise over 14 per cent to 
$1.97 trillion. Social 
security and employment 
and affordable housing 
received the largest 
spending increases — 21.9 
per cent and 23.1 per 
cent, respectively. China 
will boost defence 
spending by 11.2 per cent 
in 2012, to $110 billion. 








Economy 





On the day when the results of five 
assembly elections shocked the 
ruling Congress out of its 
complacency, Indian Railways 
brought out a notification 
hiking freight rates by up to 20 
per cent for several commodities 
ranging from coal to fertilisers. The 
hike has come at a time when the 
Railways Minister Dinesh Trivedi 
is under pressure to pull the state 
run transporter out of the financial 
mess created by his predecessor 
and party boss Mamata Banerjee. 


India’s exports grew an annual 
4.3 per cent to $24.6 billion in 
February. Imports grew 20.6 
per cent to $39.8 billion. The 
trade deficit widened to $15.2 
billion, from $14.8 billion in 
January. The deficit projection 
for the fiscal ending March 31 
has been revised to $175-180 
billion from an earlier estimate of 
$160 billion 


The Indian cotton industry was 
taken by surprise by a ban on 
exports of raw cotton. India is the 
world's second biggest exporter of 
cotton after the United States. 
With Agriculture Minister 
Sharad Pawar claiming the 
decision was taken without his 
consent, and protests mounting, 
the government is left looking for 
a revocation of the ban. 


Despite slowdown worries, job 
creation seems to be progressing 
well. According to IDC, cloud 
computing will generate two 
million jobs in India, mostly 
in manufacturing and 
communications and media. 
by 2015. 





$2 billi | 
Worth of india's first 
Infra Debt Fund, which 
will be set up by ICICI 
Bank (with 31 per cent 
stake), Bank of Baroda 
(30 per cent), Citi (29 
per cent) and LIC (1O per 
cent) as a non-banking 
finance company. IDF 
will raise debt capital 
from domestic and 
foreign resources and 
invest in infrastructure 
projects that have 
completed one year 

of operation under the 
PPP model. 


The number of poor in 
the developing world in 
2005-08, declining from 





1.94 billion in 1981. 


According to the World 
Bank's first ever three- 
year survey of this kind, 


the poor, equivalent to 


22 per cent of the 
population in the 
developing world, live 
below $1.25 a day. 


Markets 


The Reserve Bank of India is 
in a hurry, cutting cash reserve 
ratio. or CRR, the percentage of 
deposits that commercial banks 
have to keep aside with the cen- 
tral bank, by 0.75 per cent to 
4.75 per cent. This action was 
expected at the mid-quarter re- 
view of the monetary policy on 
March 15. Banks are now ex- 
pected to meet the demand for 
money that is surging due to 
advance tax payment obligations 
of corporates. 





The auction of Oil & Natural 


near fiasco. The issue has been 
fully subscribed though, thanks 
to LIC, which ended up picking up 
37.71 crore shares to raise its 
stake to 9.47 per cent. The gov- 
ernment finally raised 3 12.770 
crore from the auction of 420.3 
million shares. (See Much Ado 
About Nothing. Page 20.) 














E. The Organisation for 
ae ECONOMIC 
Cooperation and 
Development wii 
release its interim 
assessment of economic 
outlook on March 27. 


| Legislation to bring 

! in an emigration 
authority in the next 
session of Parliament is 
on the anvil. it will have a 
comprehensive data- 
base of Indians working 
abroad, and will facilitate 
regular and legat 
migration of indians to 
other nations, 


| The International 
ae Conference on 
Wealth Management & 
Financial Services will 
be held in New Delhi 
on March 19-20. 








21. 


of rural 
children now 
go to private 

schools 








ndians still live in villages, but the rural 
non-farming sector is now huge, almost 
half the entire rural economy. A lot of 
rural migrants are also coming to cities. 
Putting all that together, we find the average 
Indian in a rural setting is not really rural 
anymore in the sense that is commonly 
understood. He is rural-urban. The rural 
Indian has come out of his shell. 
Earlier in public life, people interacted 
keeping in mind their social identities and 
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Caste Aside 


Politicians who move away from exploiting social faultlines like caste 
to addressing aspirations will be successful. By DIPANKAR GUPTA 


functioned within those identities. People had 
a mud wall around their identity. Now that 
mud wall is in disrepair, people are scaling it 
all the time. It is because the rural economy 
is not what it was once. Agriculture is not the 
mainstay anymore. So everybody who is 
looking at his or her future is looking at edu- 
cation, upward mobility, even horizontal 
mobility. Every time a person makes even a 
horizontal move, a little hope bubbles up that 
tomorrow will be different from today. 
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Old forms of farming do not work 
anymore. Now, what you find is a 
great surge in education. Literacy 
rates are climbing. What is interest- 
ing is how many poor parents are 
sending their children to private 
schools. Let me quote one figure: 51 
per cent of urban children and 21 
per cent of rural children go to pri- 
vate schools. In 1980, only two per 
cent of children went to private 
schools. There is a huge change be- 
cause there is aspiration in the air. 

The past was stable and poor. 
You could repeat lives from genera- 
tion to generation. People do not 
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arrived. He is already a finished prod- 
uct whereas Akhilesh is like us, as- 
piring. Or he is a little ahead of us. 
His clock is running a little faster. 
And that is the secret of Akhilesh's 
charisma. That is why people find 
him attractive. Rahul is too much of 
a finished product. It is like the Hindi 
films. People like to see characters on 
screen they can identify with. People 
see their leader as someone who is 
like them, but a little ahead. This was 
also Mayawati's appeal, before she 
completely blew it by going back to 
that cleavage mould. When she won 
an absolute majority in the 2007 UP 


want to do that anymore. There is a assembly elections, she was like 
change in aspiration, which politi- Pahu Gandhi Akhilesh Yadav, she was the aspira- 


cians have still not got a handle on. 
They still talk of old cleavages in so- 
ciety, which were more or less work- 
able. lam not saying that people are becoming more wise 
or open-minded; they might still carry all kinds of preju- 
dices. The point is that they cannot exercise them on the 


ground. If you are going to buy railway tickets or even if 


you live in a particular locality. in a basti, you are going to 
rub shoulders with people whose names you do not know. 
Let us take Akhilesh Yadav. who is being largely cred- 
ited for the Samajwadi Party's remarkable success in the 
Uttar Pradesh assembly poll. [ find he represents an aspira- 
tion in himself. He is not a complete product yet. He is yet 
to become a finished, polished individual. He has the 
qualifications to be one. He needs the room to grow into 
one and this is what people are looking at. Perhaps 
Akhilesh is doing a good job at pretending to be a model 
of an aspiring individual, but I think it is something which 
is closer to his natural being as well. He has the aspiration 
that his father Mulayam Singh Yadav could never tap. His 
father was a politician in the old fashioned social cleavage 
mould. Akhilesh has his father's political genes. You can 
see there is the village in him, there is also the city in him. 
Because of this combination, he inspires aspiration. 
Many people have been pitching Rahul (Gandhi) 
against Akhilesh, quite unfairly, because Akhilesh is 
streets ahead. In another context, Rahul has already 
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tional model. She talked about devel- 

opment. She talked about improving 

the lot of people. She did not use the 
word 'reservation' even once in her speeches in 2007 
when everybody else was doing so. 

Aspiration is important. | am saying this because in 
the absence of everything else, identity is the default 
option. But there could be something else. Increasingly to 
be successful, politicians will have to talk in terms of pay- 
ing attention to aspirations. We talk about the ‘felt needs’ 
of people. You will find 'felt needs' a very top-down 
approach. It is time we talked about felt aspirations. You 
may think this is my need, but that is not what I aspire to. 


That is why the National Rural Employment Guarantee 


Scheme did not make any difference for the people in these 
elections. It was just a felt need. The big move for intel- 
lectuals will be to look at issues in terms of felt aspirations, 
not felt needs. 

I do not know if a time will come when politicians will 
be able to think about society as a whole. When that hap- 
pens, the big change will occur. For that you will need an 
extraordinary concatenation of events that will bring 
forward a statesman. € 


The author is a sociologist and former professor at 
Jawaharlal Nehru University, Delhi. 
As tald to Sanjiv Shankaran 
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AJIT SINGH 
IS AN 


UNLIKELY 
REFORMER. 
YET HE HAS 
DONE MORE 

IN THREE 

MONTHS 
THAN OTHER 
AVIATION 
MINISTERS IN 
THE LAST 


THREE 
YEARS 


Politic 


he results of the recent assembly elec- 

tions in five states have weakened the 

Congress, the principal party in the 
United Progressive Alliance (UPA). Some 
believe the party’s poll debacle has snuffed 
out hopes of any economic reforms before 
2014. when the next general elections are 
due. Citigroup Global Markets and Standard 
Chartered Bank, for instance. believe the 
government lacks the political standing to 
undertake major policy decisions. 

However, it is worth recollecting that in 
the past, some far-reaching reforms were car- 
ried out by shaky governments. In 1997, for 
instance, the United Front regime, a patch- 
work of smaller parties that kept the Congress 
and Bharatiya Janata Party (BJP) out, chose 
to take a long-term view on fiscal rectitude. It 
put an end to indisciplined borrowing to 
bridge the fiscal deficit. A month after it 
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Reforms in Tough Times 


The Congress may have suffered at the hustings. But that does 
not mean reforms will end, going by history. By SANJIV SHANKARAN 


signed an agreement with the Reserve Bank 
of India to end usage of ad hoc treasury bills, 
the government, led by H.D. Deve Gowda, 
was toppled. The reform, however, survived. 

It is worth noting that, in the six general 
elections since 1991. a political party has 
won over 200 seats only twice, and even 
then without gaining a majority. On both 
occasions, it was the Congress. In 1991, it 
won 232 seats. And in 2009, it won 206 
seats. And most significant economic reforms 
have taken place after 1991. 

Home minister P. Chidambaram was a 
minister in 1991. He is in a unique position 
to compare the two eras. A few months ago, 
speaking at an event in New Delhi marking 
20 years of economic reforms, 
Chidambaram said the "scale and impact" of 
the 1992 securities scandal was greater than 
the fallout of the 2G spectrum allocations. 
"The government (in 1991) did not allow 
itself to be distracted," he said. Perhaps it 
should take a leaf out of that book today. 

Of late. there have been flashes of reform. 
Ajit Singh. for example, has emerged as an 
unlikely reformer. The Rashtriya Lok Dal 
President's induction as Civil Aviation 
Minister on December 18 last year was linked 
to the recently concluded Uttar Pradesh elec- 
tions. And expectations were low. 

In less than three months, however, 
Singh has done more for reforms in the avia- 
tion sector than his predecessors in the last 
three vears. The government appears set to 
allow foreign airlines to buy up to 49 per cent 
in an Indian airline. He has also levelled the 
field for private carriers. allowing them to 
compete on more even terms on international 
routes with national carrier Air India. 

One can speculate on Singh's motives, 
but it would be pointless. Just as it would be 
pointless to debate over whether the reforms 
in 1991 happened because India faced a bal- 
ance of payments crisis or because 
Manmohan Singh was convinced it was time 
for change. As long as the country gains. 
does it really matter? 
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Policy 


Much Ado 
About Nothing 


The hype over disinvestment masks the fact that it has 
contributed little to the Budgets in 20 years. By SANJIV SHANKARAN 





EEEF /; "4a 


“YOU 
CANNOT 
HAVE 
DISINVEST- 
MENT IN THE 
OIL SECTOR 
WHEN IT 
is SO 
REGULATED 
AND NOT 
BASED ON 
MARKET 
PRINCIPLES” 


Shubhada Rao 
Chief Economist, 
YES Bank 
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me In * crore, consolidated proceeds over 20 years 


t 3.20 p.m. on March 1, the window 
on the National Stock Exchange 
(NSE) website providing information 
on bids for the year’s largest disinvestment 
offering conveyed a gloomy picture. With 
10 minutes left for the auction's close, a mere 
one-third of the 427.7 million shares of Oil 
and Natural Gas Corporation (ONGC) being 
disinvested by the Centre had received valid 


bids. The government seemed on the verge of 


a major embarrassment. 

No further information on the outcome 
appeared on the website 10 minutes later. 
But after a few hours during which wild ru- 
mours circulated, the NSE and Bombay Stock 
Exchange declared that 98 per cent of the 
shares being disinvested had been sold. Late 
in the afternoon on March 2, the Finance 
Ministry issued a bland statement saving it 
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m .: crore, 2009/10 


had raised 11 2,767 crore through the disin- 
vestment. The government had saved face, 
even though the money raised at the end of 
the exercise covered barely 25 per cent of the 
oil subsidy in 2011/12. And what was lost 
was the credibility of state-owned insurer Life 
Insurance Corporation (LIC), which report- 
edly ensured the auction was successful. 

India's largest financial institution, 
whose every policy is backed by an explicit 
and legally binding guarantee of the govern- 
ment, finds its reputation under attack. 

Is this kind of disinvestment worth it? 
Twenty years of disinvestment have together 
yielded 311 3,031 crore. To put the number 
in context, cumulative tax arrears in the 
country at the end of 2009/10 were 
1144,915 crore. Three individuals, Hassan 
Ali Khan, Harshad Mehta and Chandrika 
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FLY TO THE AIRPORT 


Srei finances equipment and projects for expressways, bridges, 
power plants, ports, mining, telecom and all other infrastructure. 





e Since 1989, Srei has been financing, advising and developing infrastructure ac! 
* Presently consolidated asset under management of over ~ 29,000 crore 
* From large corporates to small contractors, Srei has partnered and financed over 30,00 
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WORDSMITH 


‘(NEW WORDS IN BUSINESS) 


Walk-trot- 
run 


Meaning: Describes 
the progressive 
improvement of new 
personnel or practices. 


Origin: The word 
has become common 
usage among executives 
since 1990s. 


Usage: ‘im 
confident that my latest 
hires will be walk-trot- 
run by next month.” 








Tapuriah, alone owe the 
government a total of 
186,831 crore in unpaid 
taxes, the tax department 
has claimed. A haphazard 
approach has meant that 
disinvestment has been 
more of hype and less of 
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revenue. 
"It is an ad hoc ap- 
proach," says Shubhada 
Rao, Chief Economist at 
YES Bank. "The approach 
needs to get refurbished." 
The government deci- 
sion to make a disinvest- 
ment offering, without a proper strategy and 
at a time when the stock market is volatile, 
signals weakness in its finances. By the end 
of January, government data showed it had 
already overshot its fiscal deficit estimate of 
2011/12 by five per cent. The Reserve Bank 
of India has said the timing of a cut in interest 
rates would be influenced by the size of the 
deficit, and a cut in rates — which have been 
raised 13 times since March 2010 — is essen- 
tial to boost economic growth. 
"Disinvestment makes a difference at the 
margins," says ING Vysya Bank economist 
Upasna Bhardwaj. "In the present circum- 
stances, it is critical. If the 340,000-crore 
target is met, it will provide a good cushion." 
With the government's final expenditure 
in the current financial year likely to top 313 
trillion (one trillion is one lakh crore), disin- 
vestment at best can be a marginal factor. 
However, even if marginal, it is possible to 
enhance both size and consistency of flow. 
The Thirteenth Finance Commission, in 
its report two years ago, concluded that the 
government could raise 13.81 trillion in the 
five-year period between 2010 and 2015 
through disinvestment. A programme of the 
kind suggested by the Commission would 
need a long-term strategy backed by the 
discipline to see it through. "If you are look- 


2010/11 
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Note: Targets were not set in years before 


*Till March t0 Source: Ministry of Finance 








ing at a thrust on fiscal 
consolidation, it would 
make sense to have 
a long-term strategy,” 
says Rao. “It has to 
be a thought out pro- 
gramme in all its 
totality.” 

Ad hoc disinvest- 
ment affects valuation 
and the returns on 
asset sales for the gov- 
ernment. For instance, 
ONGC is expected to 
partially subsidise re- 
tail consumption of 
petroleum products 
such as diesel. 
However, the extent of ONGC's contribution 
to the subsidy is uncertain — the government 
keeps changing the percentage every vear 
— and acts as a drag on valuation. 

"You can't have disinvestment in the oil 
sector when it is so regulated and not based 
on market principles." says Rao. One way to 
get around it is to outline a clear path for 
companies on the disinvestment list and stick 
to it. Bharadwaj agrees. "What is necessary 
right now is for the government to clearly 
define the roles of these companies and start 
implementing them." he says. 

Another way to improve returns from 
disinvestment is create a little more fiscal 
room so as to avoid selling shares in a weak 
market. "The process should not be guided 
by immediate revenue needs. It should be 
guided by conditions of the market," says 
D.K. Srivastava, Director of Madras School 
of Economics, who was a member of the 
Twelfth Finance Commission. He feels disin- 
vestment receipts should not all be used for 
current consumption, but a part set aside for 
a strategic fund the government can dip into 
to cushion the economy from downturns. 

That may be a tall order for a govern- 
ment willing to risk the reputation of 
its largest financial institution for 
112,767 crore. 9 
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Aim for Scotland for success in Europe 





When it comes to Asian organisations finding a European base, 
Scotiand is most definitely on the map. From the steam engine 


and Dolly the Sheep, to today's bionic hand, Scotland is home to 





the world first and a global centre for invention, discovery and 
innovation. We also give businesses access to a highly skilled 
workforce, world class academic institutions and superb research 
and development facilities. And when the working day is done, 
Scotland offers a highly desirable quality of life, with vibrant 
cities, beautiful countryside and of course - the world-class golf 


courses which Scotland is famous for 


Scotland is part of the United Kingdom but offers up to 3076 


lower business operating costs than London. With easy access 


SCOTLAND. SUCCESS LIKES IT HERE. 
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“THE 
BUSINESS OF 
L&T IS 
EXTREMELY 
COMPLEX AND 
IT IS 
DIFFICULT TO 
FIND PEOPLE 
WHO CAN 
HANDLE THIS 


COMPLEXITY” 
A.M. Naik 
Chairman and MD, L&T 
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‘The Wall’ at L&T 


A.M. Naik stays put for another five years at Larsen & Toubro, 


ne wall fell, another opened a crack. 
Around the same time Rahul "The 
Wall’ Dravid announced his retire- 
ment trom Test cricket in Bangalore on March 
9, another man in Mumbai, closing in on 70, 
said he was far from hanging up his gloves. 
A.M. Naik, the feisty Chairman and 
Managing Director of $1 1-billion Larsen & 
Toubro Ltd (L&T), will continue to play a long- 
term strategic role as Executive Chairman 
while the newly appointed Managing 
Director and CEO K. Venkataramanan will 
run the company and worry about delivering 
on its quarterly promises, starting April 1. 
Naik. who was to retire in September 
2012, will focus on the incomplete restruc- 
turing of L&T and hand over operational 
control of "almost 90 per cent" to long-time 
lieutenant Venkataramanan over six months. 
The new MD & CEO's attention will be on mak- 
ing L&T, with about 150 businesses. "more 
competitive". He has worked at L&T since 
June 1969, Naik from 1965. “For me it will 
be a three-day Test match now,” Naik told 


ipril 1 2012 


just as BT predicted. By SUMAN LAYAK 


reporters in Mumbai. 

Venkataramanan, set to retire in June 
when he turns 67 (that is when L&T executive 
directors retire), now gets three more years by 
virtue of his new title. The retirement age for 
the chairman has now been raised to 75 from 
7, giving Naik another five years — a decision 
with question marks around corporate gov- 
ernance. A governance expert views 
Venkataramanan's appointment as a wel- 
come example of change but questions Naik's 
continuing executive role. "...it would have 
been good had the board made Mr Naik a 
non-executive chairman or a chairman 
emeritus like N.R. Narayana Murthy of 
Infosys,” says Shriram Subramanian who 
runs InGovern Research in Bangalore. 

The stock markets, however, cheered the 
new arrangement, essentially continuity, 
taking the L&T scrip up by over five per cent to 
%1,302.35, while the Sensex moved up by 
two per cent on March 9. 

Naik reiterated what he has been saying 
all along. “The business of L&T is extremely 
complex and it is difficult to find people who 
can handle this complexity." Early in 201 1. 
L&T had announced it would split into nine 
"virtual companies" with the aim of infusing 
agility and management bandwidth. Business 
Today questioned the logic of this move in 
April 2011 (See Why is This Man Splitting 
L&T? April 17, page 94) predicting Naik would 
stay beyond his September 201 2 retirement 
date. "September 2012, that's my term and 
it ends," he had said in an interview then. 
(See www. businesstoday.in/larsen-future) 

The L&T board now has Naik (70), 
Venkataramanan, V.K. Magapu (66), M.V. 
Kotwal (64), Ravi Uppal (60), R. Shankar 
Ramanan and S.N. Subrahmanvan (both 
51). Shailendra Roy (59), a senior vice presi- 
dent, was also inducted on the board on 
March 9. In three years, Venkataramanan, 
Magapu and Kotwal will retire leaving a 
vounger crop at the board, with Naik still as 
chairman. It is anybodv's guess whether ‘The 
Wall’ at L&T will still call it a day. € 
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Packages ——— or 5N/3N/2N 

Sailing Dates: 7" March to 25" Apri! 201: 
Bookings oa From 10" February to 20" Apr 


GET AN ADDITIONAL DISCOUNT ON BALCONY CABINS’ 


J STAR ES UL Se 


The L vem Cruise Line In Asia- p acific 





For further information call Star Cruises at Ahmedabad: 098250 07599, Bangalore: 099009 63807, Mumbai: 022 61388888, Now Det: 011 29561831/32/33 


For Bookings please contact your nearest travel agent or our Gasp oe Agents: Ark Travels: 022 4246192 
090516 17870, Cox & Kings: 022 22709100, D.Paul's Travel & Tours: 0 255555, Discovery Holidays: 098312 í 
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FOCUS Review 


Share Data Storage 
Space 


Many high-end tablet users complain that 
because these devices lack a USB port, their 
storage:cannot be extended via a USB drive. 


In any case, sharing of information between 
multiple devices - not just tablets - is often a 
pain, requiring a tangle of cables or a host of 
pendrives. Western Digital's MyBook Live is an 


OMMON DATA external hard drive that plugs into the wireless 
CUPBO ARD | router and can therefore stream the content 
stored on it to multiple devices. Available with 


AND AN storage capacities of one, two and three 
AFFORDABLE tetrabytes, it is easy to set up, and files can be 
SMARTPHONE 


















transferred fairly easily. _ 


Easy to set-up, accessible Not cheap 
from multiple devices using 
multiple platforms 


Price: 118: € 7,999 218: 79,999 sre: 11,499 








Price 6,990 


Smartphone for the Masses 


All Samsung's Wave devices are powered by their 
own ‘Bada’ operating system. At first use, however, 
vou may think these too are a part of Samsung's 
Galaxy family of Android devices. That is because 
Samsung employs the same ‘TouchWiz’ user 
interface on both kinds of devices. This is not the best 
looking smartphone, but considering its price, a mere 
16,990, it is unfair to expect much. The only problem 
with Bada is that there are too few apps. though the 
phone is loaded with enough for your daily needs. 

It is fine to use, as long as you are not 

a big-time casual gaming fan. 


Affordable entry- Bada needs more 
level smartphone, applications 
Easy to use 
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ethnic wear | club wear | formals | SEMI FORMALS | casuals | accessories | bespoke tailoring | fine fabri 


165 Commercial Street, Bangalore | UGF, Mantri square, Malleshwaram, Bangalore | www.prestigethemanstore.con 


On Record/Po!! Results 





THE KEY IS 
WHAT LESSONS 
UPA DRAWS. IT 

MAY GET 
TEMPTED TO 
EMBARK ON 
MORE POPULIST 

POLICIES - 
THINKING IT IS 
GOOD POLITICS. 


tashesh Shah, Chairman & CEO, 
Edelweiss Group, in El 
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People of UP will get to see the results of 
our policy in the power sector by 2014. 
Sad that the new government will 

take the state backward. 


Mayawati, BSP chief, on news channels 





Polarisation between BSP and SP can be a reason for our poor 
showing in UP. People voted for the party which could 

oust the Mayawati regime. 
Nitin Gadkari, BJP President. in wire agencies 


I would say rather than lack of 
leadership, (there are) too many 
leaders... That is our problem. 


Sonia Gandhi, Congress Party president and UPA chairperson, on news channels 





| promised the people of UP that I will be seen with the 
poor, on the roads and fields... my work will continue... 





Rahul Gandhi, General Secretary, Congress, in wire agencies 


Parkash Singh Badal, Chief Minister of Punjab. in ET 
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Occasionally, 
you feel work ts worth all the trouble. 


Today is one such occasion. 


Theres no better time to gift than now. 
The Sheaffer 9522, part of the Sheaffer Gift Collection 100, 
is available exclusively in India. 


For corporate enquiries, call North: 9310164936 | South: 9686682031 | West: 9167210170 East 9903032137 
Stores at: Mumbai | Bangalore | Chennai | Delhi | Pune | Hyderabad 


| r 
WILLIAM PENN For enquiries, call our toll free no. 1800-102-7366 or write to us at into@williampenn.net 


Tuc Winoin Pru S8 r^6oc Shoo Online: www.williampnenn.net | Kd www.facebook.com/WillismPennStores 
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WE'RE AT HOME WHEREVER OUR CLIENTS ARE AT HOME. 
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STEPPING BACK 

Stock markets are often said to have a will of their own. To what extent do 
2001 to key developments of the last 15 months, as well as possible causes 
A Group of Ministers Text by Gautam Aggarwal 





looking into national 
security recommends 


setting up a Multi 473 623 
Agency Centre (MAC) 
to combat terrorism E A 


S 
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better. MAC starts Sudden rise Biggest rally of 2011 
in 2006 LIKELY REASONS LIKELY REASONS 
Inflation falls. Political Industry pleased with Budget | 
conflict in Egypt eases. 2011, announced a day earlier, } 
SEBI's decision to probe especially decision to keep | 
recent stock market excise duties unchanged. 
2008 downslide boosts Also, reports of higher export 
The Second investor sentiment growth numbers 
Administrative 
Reforms A 269 wom 
ESTER Transcripts of 
suggests converting J 
MAC into a National Niira Radia tapes A 58 
Gounter Terrorism A published, reveal Former telecom 
Centre (NCTC) C  corporate-political minister A. Raja, 
Z nexus. Many, alleged mastermind 
a including Ratan Tata, behind the 2G 
o embarrassed spectrum scam, 
e IMPACT arrested 
Uu Sensex rises IMPACT 
zZ moderately Hardly any 
Feb 3, 2012 To | | 
The Union Home 
Ministry issues NOV 29 JAN 7 JAN 10 FEB 2 MARI _APR5 
notification | 2010 | 
setting up NCTC * 
- V 15 
o Anna Hazare starts the first of 
* his hunger strikes to protest 
T the weak Lok Pal Bill 
Feb 15-2 5 S IMPACT: Negligible 
7 u REDS r — 
2012 z — 


Chief ministers of 

13 states with non- 
Congress governments 
oppose NCTC's powers 
to search and arrest, 
saying law and order 
is a state subject 


S 


v 492 


Feb 28, Substantial dip Fifth consecutive Big fall 
2012. LIKELY REASONS day of losses LIKELY REASON 
Centre blinks, Mounting inflationary LIKELY REASON PM Manmohan Singh's 
postpones pressures. Weakening Fear of another statement that inflation 
setting trends in other Asian RBI interest rate posed a serious threat to 
up NCTC bourses hike the economy 
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external events influence their behaviour? A look at the way the Sensex reacted 
behind its biggest spikes and slumps in the same period. 





a 434 a 367 a 919 


‘Snaps five-day losing streak with a Major spike Another big jump 

large spike LIKELY REASON LIKELY REASONS 

Kk LIKELY REASONS US Federal Reserve chief raised Eurozone leaders such as Germany's 
s Firming of global trends. Easing of hopes of further stimulus to the Angela Merkel reach agreement on 
| crude oil prices US economy the continent's debt crisis. US GDP 


data better than expected 





A ?1 


Vijay Mallya's Kingfisher Airlines reports net loss of 
1444.26 crore for the quarter ended December 31, 201! 


IMPACT: Negligible 














MAY 3 JUNE3 — AUG?9  OCT4 FEB Ib m MAR 6 
E it Beason Ta rN ae Xej 9 
ee, 254 W 96 
117 Mukesh and Anil 
Maruti Suzuki's workers at Manesar plant Ambani een * 
threaten strike, stop work next day ancestral home in 
~ "A Chorwad, Gujarat 
IMPACT: Minor ' Appear to have 
i ' N resolved differences 
y IMPACT: Slight 
v 206 — 
Results of five assembly elections announced. 
Moody's Investors Service Samajwadi Party wins Uttar Pradesh election, 
downgrades SBI rating Congress performs poorly everywhere 
IMPACT: Appreciable fall iMPACT: One per cent fall 


v 463 v 429 


Biggest fall of 2011 Sensex in the red for the Another big fall, Sensex goes below 16,000 again 
LIKELY REASONS seventh consecutive session 
Massive Selling by investors LIKELY REASON 
due to worsening situation RBI's decision to hike rates for 
in West Asia. Rise in food the ninth time since March 2010, 
inflation numbers this time by 50 basis points 


LIKELY REASONS 


Heavy foreign fund selling amid the depreciating 
rupee and concerns over the Eurozone debt crisis 








Ultimate Easter Egg 


Is it an egg? Is it a chocolate? 
It is both. An Easter egg to be 
auctioned next month - 
prepared by Britain's 
renowned chocolate maker 
William Curley - is expected 
to set a record as the world's 
most expensive non-jewelled 
egg. The current record is 
£1,000. This is part of the 
Faberge Big Egg Hunt, being 
held for charity, with 200 
Easter eggs being hidden 
across London for people 
to hunt down. 
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A Bridge Too Far 


Young men of Paharpur 
village in Bareilly district of 
Uttar Pradesh have a hard 

time finding brides. Girls 

living elsewhere mostly 
refuse to shift there. Reason: 
the lack of a bridge over the 
adjoining river Nakatiya, and 
the abject condition of the 
link roads. When the river 
rises during the rains, it 
floods the roads turning the 
village into an island. 
Bachelors from the village 
have had at least 100 
marriage proposals rejected. 


Missing at Birth 


The latest report of the 
Registrar General of India - 
for 2007 - shows that 25 per 
cent of babies born in India 
are still not registered at 
birth. But this is an 
improvement over 1996 when 
only 54.4 per cent of births 
were registered. Bihar has 
the worst record with 75 per 
cent of its births not being 
officially recorded. 
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HOW THINGS WORK 


S 


Fund of Worry 


Four non-governmental organisations (NGOs) in Tamil Nadu face police investigation 
for allegedly diverting funds towards organising protests against the proposed nuclear 
power plant at Koodankulam. A primer on NGO funding: 


Sources: The 3.3 million NGOs in the country — a 2009 government estimate — get 
funds from both foreign and domestic donors, both governments and private agencies. 


Foreign funding: NGOs seeking overseas funds have to take permission from the Home 
Ministry under the provisions of the Foreign Contribution Regulation Act (FCRA). The 
ministry conducts its own checks before providing it. The FCRA has existed since 1976. 
But a new, more stringent FCRA became operational from May 1 last year, under 
which, for instance, NGOs engaging in any political activity are barred from getting 
foreign funds. The ministry estimates that foreign funds worth around 11 10 billion are 
currently being accessed by around 20,000 NGOs annually. 


Domestic funding: Government funding to NGOs is largely channelled through the 
Council for Advancement of People's Action and Rural Technology (CAPART), an 
autonomous body attached to the Rural Development ministry. Many corporate houses 
also fund NGOs, as part of their corporate social responsibility activities. 
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South India and is an art form that celebrates the glory an 
courage of the unsung Kerala heroes in Payyanur, Kerala 


Q Theyyam is a ritualistic dance performed in Kerala. 





Place and time do not matter to TCI XPS. Even in 
extreme situations, we ensure that your consignment is 
delivered on time. 

Take a closer look at our strengths: 


* Door-to-door pick up and delivery 


TZC/ XPS HEN -13,000 delivery locations across India 
Air | Courier! Surface , —— — 
= — — ES International deliveries to 203 countries worldwide 
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E J Assured delivery 7 
MONEN — € ; EXPRESS DISTRIBUTION SPECIALISTS 
T i urs to a choice o a 
Domestic | Internationa! 


150 locations 
across India or A Division of Transport Corporation of India Limited 


your money back! 
" aie D 
IATA 
TCI XPS Toll Free No. 1800 2000 977 Only Express Company in India to be LATA and ISi 
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Reliability, Efficiency and More 


Hitachi leverages manufacturing excellence through alliance with Hi-Rel Electronics 


Re-christened Hitachi Hi-Rel Power Electronics Pvt. Ltd., the alliance will cater 


to an ever-growing demand for sophisticated power electronics products in 


India and the global market 


@ with a GDP of over 51 trillion 

and expectations of annual growth 
between 7-8 per cent in the next two 
decades, India is one of the world's 
largest economies today. 

@ India’s economic growth will be 
accompanied by rapid urbanization 

which will bring an increase in greenhouse 
gas (GHG) emissions. 

@ According to the Bureau of Energy 
Efficiency (BEE), Indias energy efficiency 
market is worth about $15 billion 

@ within the ambit of the National Action 
Plan for Climate Change, implementation 
of the National Mission for Enhanced 
Enerpy Efficiency (NMEEE) program would 
save about 23 million tons of oil equivalent 
(mtOe) of fuel by 2015 

@ Perform Achieve and Trade (PAT) 


India: Commitment to energy efficiency 


isa market-based mechanism within 
NMEEE that seeks to enhance the 
cost-effectiveness of improvements in 
energy efficiency in large energy-intensive 
industries and facilities. 

Q Market Transformation for Energy 
Efficiency (MTEE) is a program within PAT 
that accelerates the shift to energy efficient 
practices, automation methodologies 

and interventions in designated industry 
sectors. The Super-efficient Equipment 
Program (SEEP) is also part of MTEE 

Q SEEP targets to create a market 

for super-efficient products. It will 
eventually involve providing incentives 
to manufacturers for incremental costs 

of producing super-efficient products/ 
technologies and addressing other 
market issues. 













INDIA'S 
ENERGY 
EFFICIENCY 


10 per cent 
of the nation’s 
energy needs with 
renewable energy 
sources 


Power electronics technologies: Promise of a greener future 


iron and steel, cement, pulp and paper, 
chlor-alkali, power generation plants and 
textiles — to be the consumers of about 
5456 of the total energy demand in India. 
@ \With the government identifying 
energy savings potential in the range of 
23 to 46 per cent in the industrial sector, 
several power electronics technologies 
including power conversion technologies, 
Others solar power technology components, gas 


The energy consumption share of different sectors, 2010-11 
: W industry 


E Residential 
B Commercal 


Bb Agriculture 
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processors and conditioner processors of the population is projected to live 
have already started emerging on in cities by 2030. India's economic 
@ The PAT mechanism identifies fifteen the promise of offering lower power growth will give rise to this rapid 
energy-intensive sectors - aluminum, fertilizers, ^ consumption and a reduced carbon footprint. urbanization, according to the 2011 


Energy Efficiency Indicator (EEI) 


BOOM IN INDIA'S ELECTRONICS INDUSTRY 





@ This growth will be furthered by an 
expected rise in demand for inverter 

and uninterrupted power supplies (UPS) 
systems. Power backup is itself a $1.1 billion 


@ Unprecedented growth has been seen 
in the Indian power electronics market 
(estimated at $50 billion for 2009) over the 


past couple of years. the world. 


— — — 


revenue industry in the country 
@ India is now home to almost every big 
name in international electronics across 


HITACHI 


Inspire the Next 





Piyush B Shah, Managing Director, Hitachi Hi-Re! Power Electronics Pvt. Lte 





“We want to be No.1 in the Indian power electronics market" 


What has been Hitachi's interest in the Indian industrial 
power electronics market? Why the association with 
Hi-Rel Electronics and what is the main objective of 

this alliance? 

These days, power electronics products manufacturing is 
becoming a very important business due to sheer increase in 
volume and value of the business. These products are finding 
increasingly an important position in social infrastructure growth 
initiatives of Hitachi. Hence power electronics products and 
general automation products are important products for u« 





GOING BEYOND HIGH 
RELIABILITY We will offer UPS systems and VFD solutions (MV Drives and LV Drive 


energy sector. We also have a range for grid tied solar inverter 


What will be your offerings for the Indian energy sector? 


@ Hitachi Hi-Rel Power Electronics Pvt. Ltd 


provides total customized solutions including, What will be the USP of the Hitachi Hi-Rel products? 
and not restricted to, single phase and three Our products are best in class quality with reasonable cost We have p: 
phase industrial UPS systems, DC UPS, low support with assured supply of spare parts at a reasonable cost for a 
voltage and medium voltage variable frequency products are approved by leading consultants like EIL, TCE, MECON, PI 
drives, engineered drive systems, inverters and Solutions, Fichtner, UDHE, Dalal Consultants, M. N. Dastur, Mott McDonald. Chemtes 
regulated battery chargers for railway rolling and NTPC 
stock applications 
@ Hi-Rel Electronics (based in Gujarat, India) - a What is going to be your focus on R&D? 
front-runner in industrial power electronics and Hitachi Hi-Rel Power Electronics Pvt. Ltd., in consultation/coordinatior 
power conditioning products — is today a Hitachi Works of Hitachi-Japan, will produce the latest power electronic product 
Group Company and has been re-christened development activities including the basic green field development a 
Hitachi Hi-Rel Power Electronics Pvt. Ltd engineering will be undertaken by Hitachi Hi-Rel. Our strong emphasi 

f A driven focus of this alliance is to manufacture, research and development (R&D) to provide reliable, clean and uninterrup: 
in India, synergetic power electronics products such in mission critical applications, through a highly skilled and experienced gr 
as medium voltage variable frequency drives, solar engineers, has been recognised by the Department of Scientific and Industria 
inverters and products, as well as other automation Ministry of Science and Technology, Government of India 
products based on Hitachi's proven technology 
@ Hitachi Hi-Rel Power Electronics Pvt. Ltd What is Hitachi Hi-Rel's long term focus for the Indian market ? 
product accreditations include ISO 9001:2008 We would like to become the No.1 power electronics company in India by 
certification and conformity to IEC 62040 year 2015 


standards and CE certification 


Hitachi India: Synergetic Growth 
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Hitachi concludes formation of 
alliance with Hi-Rel Electronics 








Rebooting 
Success 


Lenovo has scripted a FS 
turnaround with 

some nimble footwork a — 
on the strategic front. < 
Now, it needs to go 
the distance. 

By GOUTAM DAS 


ands poised for 
action, Arvind 
Anand stares at a 
ThinkPad in a tiny 
meeting room in 
Lenovo India's 
office in Bangalore. 
He glances briefly 
at a wall adorned 





with a panoply of 


posters screaming out the firm's 
latest battle cry: For those who do. 
Then, Anand's attention goes back 
to the notebook before him. 
Methodically, he begins taking it 
apart to show off its ruggedness. 
There is material in there that is 
used to make aircraft. There are 
features inspired by the cat, which 
ensure there is no damage in a fall. 
There are features inspired by the 
owl, to keep the machine's fans 
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silent. The keyboard is an arty piece 
of work that has earned a place in 
the Museum of Modern Art in New 
York... It is little things such as 
these that have made this device, 
launched two decades ago, an 
iconic notebook. Internally. it goes 
by the moniker, cocaine, since 
many CXOs get addicted to the 
device once they start using it. 
Anand is the product manager 
for the ThinkPad, which Lenovo 
inherited from IBM when it acquired 


‘Revitalising old product lines is 


its personal computer (PC) division 


just one part of Lenovo's India strat- 


egy. It has also introduced new 
products, reduced inventory. fol- 
lowed a new distribution strategy, 
and backed it all with a sharp mar- 
keting strategy. Over the last few 
quarters, these measures have 
helped the Chinese company script 
one of the biggest turnarounds in 
the history of India's PC industry. 
In the March quarter of 2009, 
Lenovo India, with a unit share of 
only 4.7 per cent, was the No. 5 
player in the Indian market, behind 
HP, HCL, Dell and Acer. By the 
December quarter of 2011. the firm 
had risen to the No. 2 position, be- 
hind Dell, with a share of 13.7 per 
cent, according to IDC, a market in- 
telligence firm. Lenovo has grown 
consistently over the last vear, even 
as Dell and HP, its nearest rivals, 


ü 





In a rush: Lenovo India MD 
F Amar Babu Radha Krishnan 

is in a hurry to get the 

company to the No. 1 spot 


lop line Rising 
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Lenovo Indias revenues in i cr 


saw their market share fluctuate. 
The gains have also come at a time 
when the overall PC market has re- 
mained flat in terms of revenues. 
IDC's data shows that the industry's 
;enue was at $5.5 billion in 2011 
5.4 billion the year before. 
at period, Lenovo India 
cent to $800 million 









[t 
e clawed its 
ing. After the 
fered a heavy e 
share. According te 
Research, in 2004/05 
sion was No.2 in notebo 
HP, and No. 3 in desktops, & 
and HP. By 2009/10, it ha 
meted to the No. 4 position in 
books and No. 6 in desktops. 
The Chinese brand was ü 
known in India. The consumer arx 
small and medium enterprise (SME) 
segments had opened up but Lenovo 
only had (IBM) products for large 
enterprises. By the time current 
Managing Director Amar Babu 
Radha Krishnan took over in 2007, 
the firm's top management was in 
disarray. Many executives had 
moved back to IBM, disappointed 





' Chinese firm has 
into the reckon- 
n, „it had suf- 


with Lenovo India’s functioning. _ 






payment cycle frot 











A management rejig resulted in 
at least nine new faces in leadership 
positions. Many of them went to 
China, where Lenovo is No. 1, to take 
lessons in success. An executive from 
China was airdropped into India to 
fix the consumer and SME business. 
Lenovo also picked entry-level SME 
and mainstream products from the 


China stable and launched them in . 


India. Today, its share of the SME 


— is 6.8 per cent. As fo 





jas. a2 3. 3 per ceni share. 

Lenovo India also w 
to win back the trus 
(distribution) partn 




















r months to 
the number of 
'S, increasing its 
essence from 150 towns to 350, 
h 840 retail stores. More are in 
offing to give a fillip to the con- 
dc ss, where it is still a 
minnow. The company is No. 4 in 
this segment, with an 11.9 per cent 
share, and faces growing competi- 
tion from Sony, which has grabbed 


5 days. It increas 
xclusive retail st 
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20 per cent of the volumes in 
notebook market. 

One of the lessons from China 
was on making the supply-chain 
more efficient. Lenovo India re 





duced 
the inventory it held since unsold 
stock had been forcing it to iud 
duce new technology later i an the 
competition. "I have brought dowr 
inventory by about two three: 
Today, 1 am leadi 

Tansiion. i 




























SUL ted in — "XDenses. 
o India now ships a xiucts in 
ather than flying them. 
freight charges have come d 
$3-4 per notebook compared to 
$18-20 by air. 

"The channel had to wait three 
weeks for delivery after orders were 
booked from enterprise customers a 
few years back. It was difficult for us 
to break into any new account,” 
$.G. Arun, Founder of 3in 
a distributor. Today, the company 
follows a stock-and-sell model. where 
fast-moving products are kept with 
distributors, Thus far. it was worked 
well. "Lenovo listened to the channel 
in a way IBM never did.” adds Arun. 
who has worked with 
Lenovo for 16 vears. 

But, is the momentum sustain- 
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HOW HP LOST ITS CROWN 


ven as Lenovo India set about fixing its distribution strategy, HP was busy making a 
mess of its own network. Under Personal Systems Group Head Sunil Dutt, who joined 
in 2009, the firm decided to rope in mobile handset distributors to sell PCs. 

On paper, it seemed like a sound move. The telecom channel reached into far-flung 
corners of the country and would have lowered HP's distribution costs. However, selling 
a PC, which costs upwards of 115.000, proved to be very different from selling handsets. 
many of which cost less than 12,000. In certain regions, there were too many partners 
and not everybody could sell rr products. The move drove many loyal HP distributors into 
the arms of its rivals. Lenovo India was a big beneficiary of this shift. 

HP also had leadership challenges. "Management stability was lost when 25 per cent of 
middle management left the organisation within a vear. Secondly, HP stopped advertising 
whereas competition increased it,” says Vishal Tripathi, an analyst with Gartner India. 

In the first quarter of 2009, HP was on the top with an 18 per cent share. The company 
lost its No. 1 position in the second quarter of 2010 to Dell. Since then, the ride has been a 
bumpy one. By end-December 2011, HP had dropped to the third spot, with a 1 3.5 per cent 
market share. BT made repeated efforts to get responses from HP, without success. Sunil 


Dutt quit HP in May 201 1 and now heads BlackBerry-maker RIM in India. 


able? Some of Lenovo India's market 
share gains have come about by 
undercutting the competition. It has 
made very low bids for government 
contracts. Recently, for instance, it 
won an order for 300,000 notebooks 


from the Electronics Corporation of 


Tamil Nadu. The Chinese firm's bid 
was at 114,000 per notebook while 
the retail price is almost 710,000 
more, say industry watchers. 
“Government contracts do pull 
down margins but you have to play 
the portfolio game," says Rahul 
Agarwal. Lenovo India's Executive 
Director lor Commercial Business. By 
that he means ollsetting low-margin 
sales in one segment with higher 
margin sales in another. The 
company is silent on profits but 
clarifies that it is not getting into a 
mode where the bottom line will 
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bleed too much. 

"We became No.2 in a quarter 
where we won no large deals 
(December quarter). This means the 
business is based on fundamentals," 
asserts Babu, his forehead creasing 
as he stresses the point. 

jut global analysts are not too 
excited. In a report published in 
October last year, Gartner said price 
pressure in the market is forcing 
Lenovo to commoditise its products 
further. This, it said, would impact 
some of the hardware diflerentiation, 


which has always been a hallmark of 


the ThinkPad brand. 





Here, it has no 
brand recognition. A few months 





ago, it launched seven-inch and 10- 
inch tablets, which have largely re- 
mained invisible in the marketplace. 
A five-inch model is due to be un- 
veiled in Julv this year. 

Lenovo India's top brass believes 
there is space for four screens in 
everybody's life — a PC. mobile 
phone, tablet and television. 
Eventually, it plans to have a pres- 
ence in all four segments. It also 
plans to have a cloud service that 
would allow customers to store con- 
tent remotely and access it from any 
of these devices. But first, it will have 
to sustain its current momentum 
and get well ahead of the competi- 
tion. Not easy in the crowded bazaar 
that the hardware market has 
become today. @ 
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Crazeal 









onventional wisdom 
says a place would 
smell of Maggi if it is 
inhabited by a sin- 

gle man or a 

handful of chil- 

dren. Ankur 
Warikoo, a 
} 1-vear-old married man, 
has added a third scenario to it. The 
aroma of Maggi permeates the air in 
the first floor office of Crazeal in New 
Delhi's East of Kailash. Warikoo, its 
CEO, is crazy about Nestle's instant 
noodle. As a result, the staff breaks for 
frequent Maggi meals served by the 
kitchen at the far end. Even between 
the mini-meals, the office wears a 
relaxed, casual look, like a start-up. 
“We are a start-up and we work like 
one,” says Warikoo. 

In saying so, he defies another 
conventional wisdom. For, Crazeal is 
not really a start-up. It is the Indian 
arm of the US-based online dealmaker 
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Groupon, which made $16.24 billion 
in gross billings last year and raised 
more than $700 million in an [PO in 
early November. A portmanteau like 
the parent, whose name combines 
group and coupon, Crazeal (crazy+ 
deal) did not start in a garage, nor from 
scratch in any other way. Groupon 
bought SoSasta, a Kolkata-based web- 
site offering cheap deals, in January 
last vear and renamed it Crazeal, a 
name it settled for because someone 
else is squatting on Groupon.in. 
Crazeal follows the model 
Groupon pioneered in 2008: tying up 
with local, regional and national 
merchants to offer "deals" to con- 
sumers, often at a significant dis- 
count to the market price. The web- 
site keeps a percentage of the price - 
usually 30 to 40 per cent — as com- 
mission. It is a good place to be, as 
daily deal websites comprise India's 
fastest-growing web vertical, accord- 
ing to online research outfit 


p u———— 
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Groupon has changed the way Americans shop online, but its 
Indian arm Crazeal finds the going much tougher. By SUNNY SEN 





COUPON BUSINESS 
IS 16.5% OF THE 
TOTAL E-COMMERCE 
AUDIENCE 





Total Internet 
Audience 


46,390 
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comScore, growing 629 per cent to 
7.6 million unique users a month in 
November 2011. 

And vet Crazeal finds itself play- 
ing catch-up. As Groupon triggered 
and rode the daily deals wave in the 
US, Indian entrepreneurs quickly 
replicated the model and now have 
quite a head start. Snapdeal lords it 
over two-thirds of the Indian Internet 
traffic that goes to deal sites. Mydala 
is a distant second, with about a sixth 
ofthe traffic, putting Crazeal firmly in 
the third place. Some 20-odd compa- 
nies fight for the little leftover traffic. 

To make matters worse, there has 
not been a lot of good news coming 
from home. Warikoo likes to 
compare Groupon with 
Internet search giant 
Google. "We had the sec- 
ond-largest Internet IPO in 
history after Google." he 
says with pride (Facebook 
will top that list soon). 
But, unlike Google. 
Groupon did not declare 
a profit in the first quarter 
after listing. On the con- 
trary, it declared a loss of 
$42.3 million. Its stock 
has lost a quarter of its 

value since listing. 


Being Different 
Not many regular online 
deal-seekers are familiar 
with Crazeal. Shraddha 
Sinha, who works with 
an executive search firm, 
frequents FashionandYou 
and 99labels but has not 
heard of Crazeal. Many of 
those who have are mer- 
cenaries. Like all online 
deal hunters, they bounce 
from tab to tab on their 
browser searching for the 
best deal. It does not mat- 
ter where the deal comes 
from so long as it is good. 
And here is the third 
shot Warikoo takes at 
defying conventional wis- 
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4 Crazeal 


dom. Opening Mydala's page on his 
laptop. Warikoo puts his finger on 
the site's "349 deal-of-the-day " offers. 
"People visiting these sites are deal- 
chasing customers. These are not the 
users we target," he says. 

Instead, Crazeal takes interested 
buyers to a page giving multiple deal 
options from the same merchant and 
buyers frequently go for a "more ex- 
pensive" deal. A recent travel deal for 
a hotel in Pondicherry attracted 60 
buyers in three days, 43 of whom 


chose the higher tariff plan of 


111,990, about 32.000 more than 
the cheapest offer. 

Choosing deals is the biggest chal- 
lenge for Warikoo and his business 








development team of three persons. 
Of the 400 or so deals on the Crazeal 
website, only one is run as the deal- 
of-the-day at the centre; the rest ap- 
pear on a bar on the right. 
Maintaining a decent deal pipeline is 
also a challenge. 

In a crowded market, one way to 
get ahead of the pack would be to 
break the mould. Realising this, one 
of the first things Warikoo did after 
joining Crazeal was to partner with 
eBay India to increase visibility. 
Clicking on the ‘myCity’ tab on eBay 
India takes you to Crazeal. 

"Lifestyle is one of the fastest 
growing areas online," says 
Muralikrishnan B.. Country 
Manager. eBay India. "An increasing 
number of users are looking to get 

tattoos and eat at local 
restaurants," he says, 
pointing out that eBay 
India users, with the 
Crazeal tie-up. can now get 
a complete suite of services. 

Merchants seem happy 
with how Crazeal is improv- 
ing their business. The 
Crowne Plaza Hotel in New 
Delhi's Okhla area, recently 
advertised a deal for unlim- 
ited alcoholic beverages for 
31,000 on Crazeal. "It is 
significantly better than 
Snapdeal,” says Puneet 
Saigal, the hotel’s food and 
beverages manager, about 
his new online vehicle. 

Those watching the 
space believe that deal web- 
sites are leaking money. 
Arvind Singhal, Chairman 
of Technopak Advisors, a 
retail consultancy, says 
there is not enough space for 
25 such companies, may be 
four to five at most. Some 
think Snapdeal and Mydala, 
which started operations 
back in 2008/2009, are 
here to stay. 

Talking about how fast 
Mydala has grown, Anisha 


Singh, its founder and chief execu- 
tive, says she has had to move into a 
larger office. As for competition from 
foreign-funded competitors, she 
pooh-poohs the threat. “There is a lot 
of headroom for e-commerce compa- 
nies to grow in India.” 


Making Them Stick 
Warikoo acknowledges the odds, and 
the fact that Crazeal is just about on 
the podium, but with a positive spin. 
“We are already number three in 
terms of unique visits,” he says. 
‘Unique visits’ is a measure of the 
number of people viewing the site and 
not of sales. However, the higher the 
number of unique visitors the more 
likely they are to open their wallets. 

Stickiness — getting users to come 
back to the site over and over again 
- is a challenge. It is a challenge 
Warikoo claims he is cracking. Forty- 
five per cent of his traffic, he says, is 
repeat traffic. 

Crazeal has now moved to 
Groupon's global technology plat- 


A. Crazeal.com 


form. That will help it link deals 
originating from India to those from 
the other 46 countries where it oper- 
ates. It will also protect Crazeal from 
the kind of crisis it suffered soon after 
acquiring SoSasta, when the web- 
site's user data base was leaked. 

It is not that the rivals are nap- 
ping. Both Snapdeal and Mydala are 
investing heavily in technology. 
Mydala is investing most of the 
$8 million raised from venture firm 
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Renewed focus 
on power: A 
Crompton 
Greaves 
transformer 





Crompton Greaves 


Laurent Demortier is determined to restore the company's profits 


and reputation, both of which have taken a beating. 
By G. SEETHARAMAN 


he only time Laurent Demortier 
smiles, while talking to Business 
Today. is when he is asked if he has 
found any restaurant in Mumbai 
serving good French cuisine. "Not 
French, but you get very good 


| Italian food," he says in thickly- 
accented English. 

But then Demortier. who hails from near 
Marseille in southern France, and took over 
as Managing Director and CEO of Crompton 
Greaves last June, has little reason to smile. 
The 310.000-crore company, a household 
name in India for its fans and light bulbs, and 
a manufacturer of a host of other power and 
industrial items as well, has seen its profita- 
bility tumble precipitously in the last four 
quarters. Though it remains in the black, its 
net profit lor the quarter ending March 2011 
fell by 18 per cent, for the June quarter by 
58.36 per cent, for the September quarter by 
45.38 per cent, and for the December quarter 
by 67 per cent. respectively, from a year ago. 
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This was in stark contrast to its earlier record 
— jin the preceding six years, between 
2005/06 and 2010/11. Crompton' s net 
profit grew at a compound annual growth 
rate of 25 per cent. 

Not surprisinglv, its stock price has plum- 
meted 46 per cent since last July. against a 
seven per cent decline of the Sensex in the 
same period. Indeed, Crompton's downslide 
puts the fortunes of the $4-billion Gautam 
Thapar-owned Avantha Group under a 
cloud, since Crompton is its biggest company, 
the next-largest, paper maker Ballarpur 
Industries, being less than hall its size. 

What went wrong? At least part of the 
reason is the company's aggressive overseas 
push in recent years, coupled with the dete- 
riorating economic scenario in the West. 
Since 2005, Crompton has acquired nine 
companies abroad, the last being US-based 
automation and electric transmission sys- 
tems company QE! Inc., for 3135 crore last 
May. Some of these acquisitions are proving 
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WE ARE LOOKING AT 
NEW SEGMENTS IN THE 
RENEWABLE ENERGY 
MARKET. WE GOT 
ORDERS OF €90 MILLION 

IN THE LAST QUARTER” 


Laurent Demortier, 








MD & CEO, Crompton Greaves 


a drag on the company's margins. with cost 
escalations on specific projects taking their 
toll. While discussing the disappointing 
December quarter results with analysts, 
Demortier revealed that on a particular 
project executed in the US, Crompton had 
made no profit at all because costs went up 
unexpectedly. 

B. Hariharan, Chief Financial Officer of the 
Avantha Group, however, professes not to be 
worried. "Market conditions were quite diffi- 
cult," he says. "It is true our margins have 
come down, but so have those of our peers." 


This is also correct: the operating profit of 


Siemens Ltd, for instance, a key competitor in 
the power sector, was a mere 3. 34 per cent for 
the quarter ended December last year, In 
comparison, Crompton's operating profit — 
which also declined — stood at six per cent. 
Demortier is using a multi-pronged strat- 
egy to bring the company back on track. The 
first is a renewed focus on Crompton's core 
strength — power systems, including transmis- 






sion and distri- 
bution equip- 
ment and switch- 
gears — which ac- 
count for two-thirds 
of the company’s sales. 
"We are focusing on 
Power Grid Corporation of 
India (PGCIL)." 
Demortier, pointing out that he 
knows PGCIL's requirements well, having 
dealt with it frequently during his previous job 
at Alstom. Crompton supplies power equip- 
ment like transformers and rectifiers to PGCTI 
and takes up turnkey substation projects. 
The second is the recent foray into renew- 
able energy solutions, a furiously expanding 
sector worldwide, given the concerns about 
global warming. The European Wind Energy 
Association has noted that despite the conti- 
nent's money troubles, installed wind power 
capacity rose 30 per cent across 10 
European countries last vear. 


says 








unte Crompton Greaves 


Crompton began selling transformers 
and other power equipment for wind 
offshore and solar photovoltaic plants 
in markets, including Europe and the 





Shedding Value 


own stake in Crompton immediately 
after his term ended — and just three 
weeks before the June quarter results 
were announced. The steep drop in 


How the stock has dipped . : 
US, "We are targeting new segments - profits shocked the market, drawing 
in the renewable market," Demortier insinuations of insider trading against 
adds. "We got orders worth €90 mil- - BSE Sensex Trehan. The former CEO did not re- 


lion in the last quarter." 

Also part of the diversification is 
an entry into the oil and gas sector for 80 
industrial products. “Oil and gas is a 
new vertical segment that we are de- 60 
veloping where we sell a full electrical 
solution, including breakers, trans- ^49 
formers, variable speed drives, motors 
and automation," says Demortier. 

Yet another prong is boosting 
consumer goods sales, which contrib- 
uted around 20 per cent to its top line. 
Crompton. for instance, has begun 
selling its fans in Europe: revenues 
from these were 1850 crore in 
2010/11. "People in countries like 
Italy or France may use fans for only 15 days in a year, but 
every house has fans," says Manoj Verma, Vice President, 
Consumer Products and Exports. The company is also 
keeping a close eye on costs — despite its numerous acquisi- 
tions overseas, it concentrates its manufacturing in low 
cost locations like India, Indonesia and Eastern Europe. 
"Currently, 4 3 per cent of our goods sold outside India are 
manufactured in low cost locations. We want to take that 
to 66 per cent." says Demortier. 

The impact of these initiatives on the company's fi- 
nances will only be known in coming quarters, but orders 
have certainly increased. "In the October to December 
quarter, our order inflows grew 66 per cent year on 
vear," says Demortier. "It is the highest in Crompton's 
history." While the previous quarter saw a 12 per cent 


drop in consolidated in- 
flows, in this 

Crompton bagged orders "OUR MARGINS 
worth 13,400 crore, of 

which overseas orders HAVE GONE DOWN 
PEERS” 


20 
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comprised 11,900 crore, a 
growth of 20 per cent. 

It is not only 
Crompton's financial 
health Demortier has to 
tackle. The companv's 
reputation, too, had been 
sullied by some actions of 
his predecessor, Sudhir M. 
Trehan, who sold off his 
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Group CFO, Avantha Group 


spond to BT's queries, but had said at 
the time that he had not been privy to 
any sensitive information. Hariharan 
agrees. “He had said he would sell his 
stake once his term ended and he did 
so.” But others remain sceptical. “The 
key question is whether the share- 
holders who bought Trehan's shares 
had the same information he had,” 
says Anil Singhvi, Founder-Director 
of Institutional Investor Advisory 
Services, which takes up corporate 
governance issues on behalf of insti- 
tutional investors. 

Investors were also furious with 
Trehan's 2010/11 decision to buy a 
1270-crore private aircraft for the company. "What is 
wrong with executives travelling on scheduled airlines." 
asks Singhvi. On taking over, Demortier soon moved to 
mollify investors bv selling off the contentious aircraft to 
a group company. 

Many observers, however, are still not convinced that 
Crompton is out of the woods. "The renewable energy 
business is a long-term plan that will take time to fructify,” 
savs Shailesh Kanani, analyst at Angel Broking. "For now 
the only positive is the increased order inflow." So too 
Rajesh Gupta, Director (Finance), Havells, one of 
Crompton's main competitors in consumer goods, is less 
optimistic about Europe's fan market. "Apart from poor 
demand. distribution is a big challenge there," he says. An 
analvst with a domestic brokerage. who preferred to stay 
anonymous, said escalating 
costs may well render more 
of Crompton's overseas 
projects unprofitable. "I am 
sure there are several legacy 
projects with very low or no 
margins," he savs. "The 
company has no choice but 
to bear the pain for another 
couple of quarters.” 

Clearly, Demortier and 
Crompton have a challeng- 
ing task ahead. @ 


SHEKHAR GHOSH 


B. Hariharan, 
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India's BPO industry is losing voice, 
but finding life elsewhere. 
By GOUTAM DAS and SUNNY SEN 


Two years ago, Barclaycard decided to outsource the customer service of its 
credit card and consumer lending businesses. The deal was worth a mouth- 
watering £100 million over five years. Naturally, Indian business process out- 
sourcing (BPO) companies queued up. But Marge Connelly, Barclaycard’s Chief 
Operating Officer, said the function — all of it voice — had to be done out of the 
Philippines. 

The Philippines was a colony of the United States from just after the 
Spanish-American war of 1898 to the Second World War — enough time 
for the US to imbue the South-East Asian country with its culture and lan- 
guage. Barclaycard, part of the Barclays Group with headquarters in the 
United Kingdom, and Connelly, an American, were more comfortable with 
Filipinos, rather than Indians, speaking to their clients. Eventually, Firstsource, an 
Indian BPO outfit, took over Barclaycard's customer service centre in Teesside in 
North-East England, and moved a majority of the work to the Philippines. 

Connelly, who left Barclaycard last December, is not the only one of her kind. 
Nor was the Barclaycard voice contract the first to go to the Philippines. But. giv- 
en its size and profile, it provided a curious twist to the BPO story in India. 

The story began with a whisper more than two decades ago when Raman 
Roy took on some work for American Express. It soon grew into a rumble and 
then into a thunder as the industry rode on Indians' comfort with the Eng- 
lish language to appropriate the bulk of the work being outsourced by com- 
panies in the US and Europe. Sanjay grew an alter ego as Sam, Nikhil turned 
into Nick and Sulekha pretended to be Sally. Hours in training turned a Tamil 
accent into the Boston twang and the Punjabi gruffness into the Texan drawl. 
Images of young men and women, fresh out of college, sitting at a computer with 
headphones planted on their heads as if rooted there, became the symbol of the 
new India. Costing a fraction of what a similar professional in the West would 
have, they spoke and spoke into the microphone. And then the voices got mullled. 


A Rival Rises 

[n the last six years, voice contracts coming to India are estimated to have fallen 
by half. This has pegged back the industry overall. In 2008, a report by industry 
lobby NASSCOM and research firm Everest said the Indian BPO industry would 
earn $30 billion from exports by 2012. Given the "significant future market 
opportunity", said the report, the industry could also set itself a "stretch target" ol 
$50 billion. We are in the third month of the year and that market opportunity 
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The BPO industry's growth has lagged 
that of IT even from a smaller base 
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looks less than significant. The industry 
may clock less than $16 billion this year 
— a meagre growth rate of 12 per cent, 
according to NASSCOM's latest estimates. 
In fact, the compound annual growth rate 
since 2006 has been an underwhelming 
13.41 per cent. 

“I will take a bet.” says an industry vet- 
eran who does not want to be identified. 
“No BPO company in India can show double 
digit organic growth in 2012/1 3. They will 
show growth only by making small acquisi- 
tions or by passing off information technol- 
ogy work as BPO.” 

As voice in Indian BPO gets muted, the 
buzz around the Philippines gets louder. 
Last year, it became the biggest provider of 
voice-supported services as its BPO indus- 
try jumped 21 per cent to $10.9 billion. 
The Business Processing Association of the 
Philippines expects growth to touch 19 per 
cent in 2012, very similar to how India had 
been growing before 2006/07. If you look 
at pure voice operations, the Philippines. 
with $5.2 billion in revenues, has already 
become No. | in the world, pushing India, 
at $4.8 billion, into the second spot. 

What's more, a chunk of the voice con- 
tracts going to the Philippines has moved 
out of India. According to estimates, in the 
last two years, about 75,000 seats that 
could have been added to call centres in 
India went to the Philippines. In this peri- 
od. US Retailer Target, Australian telecom 
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firm Telstra, Manila-based food and bever- 
ages company San Miguel, US-based Aetna 
Insurance and Canadian carrier Air Can- 
ada — none of whom gave details — are 
understood to have preferred the Philip- 
pines to India. “We make decisions about 
engaging vendors based on the global 
needs of our business.” said a spokesperson 
for Target. 


Sleeping with the Rival 

“In the next decade, India as a destina- 
tion can lose $25-30 billion in foreign 
exchange earnings to the Philippines. Indi- 
an service providers will earn a large chunk 
of this but India will lose out,” says Sandeep 
Aggarwal, who is part of a strategic trans- 
formation group at Intelenet. 

The company, for its part, has made sure 
it is one of those gaining even if India loses. 
About a year ago, hospitality giant Hilton 
decided to give out nearly half a billion dol- 
lars worth of call centre work spread over five 
years. It wanted the centre to be in the Phil- 
ippines and Intelenet won half of that con- 
tract by setting up a centre there with 2,000 
employees. The other half went to Aegis, 
part of the Essar Group, which followed suit. 
Neither company was willing to discuss the 
contract, but when IBM's Global Locations 
Report of 2011 says the Philippines has 
become a top destination for Indian inves- 
tors, youcan besure the bulk ofthat money is 
going out of BPO coffers. 


India is becoming less competitive as costs rise 
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“Calls requiring empathy towards the 
customer are best handled from countries 
like the Philippines, as they understand 
the American culture better than Indians.” 
says Rohit Kapoor, who heads EXL, India's 
ninth largest BPO company. EXIL has not 
added many new voice processes in India 
since 2008, choosing to add most of them 
in the Philippines. 

Jerry Durant, who sits in Manila as 
Chairman Emeritus of The International 
Institute for Outsource Management, says 
of the Indian approach: "We hear com- 
plaints on voice-based services, linguistics 
as well as the tenor. It is not uncommon to 
be told 'no problem' and this has become a 
sure sign that there is a big problem." 

Beyond empathy, there are other 
areas in which the Philippines has the edge. 
It gets trained manpower, thanks to a gov- 
ernment programme, and its employees 
travel on their own. In comparison, the 
fresh-out-of-college look in the Indian call 
centres may look cool, but does not make 
a great business case, especially when the 
employer has to spend on training its 
people. arranging transport for everyone 
working nights and providing escorts for 
the women. 

And then there is the matter of skill in 
certain areas. Some time ago a large health 
care company wanted EXL to handle proc- 
esses like medical summarisation and 
disease management. It wanted US-regis- 


tered nurses. India did not have any. The 
Philippines, on the other hand, had 
100,000 nurses who had returned from 
the US after the financial crisis and were 
unemployed. EXI. hired 400 of them and 
put them in front of computers. 

According to industry estimates, 30 per 
cent of the graduates in the Philippines are 
employable, compared to 10 per cent in 
India. And they last longer. The attrition in 
the Philippines is about half that in India. 

As the Philippines has emerged as 
India’s biggest rival in voice, several 
others are vying for the same pie. So if 
empathy tilts the scales in the Philippines’ 
favour, culture swings it for Egypt. which. 
with costs comparable to India's, has been 
getting more and more contracts from com- 
panies based in West Asia. Dalian in China 
has become an important outsourcing cen- 
tre because a large population of the former 
Japanese colony is conversant in Japanese. 

It does not help that the manpower in 
India is becoming costlier, with a 10 to 15 
per cent rise in BPO salaries and training 
expenses in the last five years, leaving the 
Philippines just about 10 per cent higher in 
manpower cost. Brazil, West Asia, Poland 
and Romania — with costs comparable to 
or slightly higher than India's — have also 
started giving Indian BPOs a run for their 
contracts. 

To keep pace. Indian BPO companies 
have spread out. "Some voice work we 
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cannot take offshore because of regulatory 
reasons and customer demand. A larger 
geographic spread also helps in reducing 
transfer of operations from one centre to 
another. and helps us grow in other mar- 





work in a call centre. And they may show 
more empathy than even the Filipinos. 
“The perception that we are taking 
away jobs is the biggest challenge. The 
CEOs of client organisations are trying to 


“Few clients are kets,” says a Genpact executive. weigh the benefits of offshoring against 
served from one The company, the largest in India's the pain they would suffer,” says Swami 
location. We are BPO — is — not only in Dal- Swaminathan, W ho heads Infosys BPO, 
A s ian but also in several other countries, Back home in India. the Manmohan 
increasing our including five locations in the US and one Singh government has not done BPO any 
onshore in Mexico. “It is only if a client asks spe- favour by withdrawing tax incentives un- 
activity in the cifically that its calls be handled out of der the Software Technology Parks of India 
US, some due to India that we do SO," says N.V ; "Tiger" scheme and imposing the Minimum Alter- 
regula tory an d l'yagarajan. President and CEO ol Genpact. nate l'ax on Special Economic Zones. he 
: : s It operates in 25 languages, of which only inadequate infrastructure takes its own toll. 
licensing issues" English can be handled in India with a high “I think part of the problem was the 
N V. "TIGER" TYAGARAJAN degree of proficiency. "Few clients. if any. early Success that. Indian companies 
President & CEO, Genpact are served from one location. We are also enjoyed. You really didn't need to do much 





increasing our onshore activity in the US, 
some of it due to regulatory and licensing 
issues," says Tyagarajan. 

There is one more issue. As Mitt 
Romney, Rick Santorum and Newt Ging- 
rich battle for the right to challenge US Pres- 
ident Barack Obama in elections later this 
year, there is pressure on US companies to 
keep jobs within the country, The pressure 
is more telling on BPO than on IT, mainly be- 
cause there is a shortage of coders in the US 
but BPO jobs, particularly on the voice side, 
do not need much skill. With an unemploy- 
ment rate of more than eight per cent, the 
US has enough people who would want to 
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in order to get business as demand exceeded 
supply. But now Indian companies have to 
compete head-to-head with others in every 
aspect," says Durant. 


Muffling Murthy 


Phaneesh Murthy, dressed in his usual 
attire of jeans and T-shirt. reaches into a 
small, crystal bowl of fruit. Nibbling on 
something he picked, he says: "Companies 
like WNS are dead." And you wonder if it is 
a case of sour grapes. 

Murthy, whose iGATE acquired Pat- 
ni Computers in 2011, tried to acquire 
WNS Global Services four years ago, but 
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dropped the bid because he found that 
it was not a "strategic fit". Maybe he is 
just bitter. WNS, after all, is a leading 
provider of BPO services, with 22,500 
employees in 25 locations across the world. 

It is then that Murthy brings you out 
of vour conspiracy reverie. "There was 
a downturn in the market in 2008. All 
our prices were down. The tech indus- 
try got hammered. Our share price was 
$4. WNS's was $11. Today our share 
price is $22, WNS's is still at $10." At the 
time this article was written, WNS's share 
price on the New York Stock Exchange 
was S13 while iGATE was trading on 
NASDAQ at $16.62. 

On second thought, WNS is not all 
that hot right now. Its revenues declined 
23.2 per cent in the quarter ended Decem- 
ber last year and its operating margin was a 
waler-thin two per cent for the year ended 
March last year. Experts say staying fo- 
cused on pure BPO services and not getting 
into IT has hurt the company. 

However, where there is WNS, there is 
also Genpact, which reported a 27 per cent 
rise in revenue last vear and boasts a 16.5 
per cent margin. Genpact has done it not 
just by spreading out geographically, but 
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The Genpact office in Gurgaon. The company reported a 
27% rise in revenue in 2011 and boasts a 16.596 margin 


also bv moving up the value chain. 
Several others companies, notably 
EXL, have done the same. They hire doc- 


tors to handle medical claims. chartered 
accountants to look at large loan mainte- 
nance and portlolio tracking, and lawyers 
to handle legal processes. Genpact also 
offers technology services, which acquired 
a big boost with the acquisition last year of 
Arjun Malhotra's financial analytics serv- 
ices provider company Headstrong. 

Gopinathan Padmanabhan, head 
of global delivery at MphasiS, owned by 
Hewlett Packard, says: "I can manage the 
customer's infrastructure, the applications, 
and also the business processes that run on 
top of the application." 

Milind Godbole, who runs the Asia 
Pacific operations for Aditya Birla Minacs. 
the BPO arm of the group run by Kumar 
Mangalam Birla, says the industry is mov- 
ing from an assembly-line model to more 
intellectual capital oriented work. "Call 
centres were always like a line assembly. 
Now, the BPO industry is looking more at 
creating platforms and introducing auto- 
mation to add value," he says. 

Platforms use cloud computing and 
bundle business process with technology. 


A voice training session at EXL. The company has not added many new 
voice processes in India since 2009 





The BPO firm hosts an application at its own 
or a third party data centre and custom- 
ers pay only for using the platform. The 
BPO revenues through this stream are not 
linked to the number of people the company 
employs. Like a product, a platform is built 
once and sold to many customers. 

Infosys is an aggressive platform build- 
er. One of its BPO platforms, Source to Pay, 
manages a customer's indirect spending. 
Alter a purchase request from the client. 
Infosys BPO executes the range of proc- 
esses from managing requests, generating 
purchase order. following the goods ship- 
ment, invoice processing and vendor pay- 
ments. The customer pays for the usage or 
outcome and incurs no capital expenditure. 

WNS, the target of Murthv's ire, is dis- 
missive of his prognosis. It sees itself on the 
growth path again after "a period of un- 
certainty". It is investing in its technology- 
enabled practice. "We have aggregated doz- 
ens of platforms, automation and new tool 
kits," says Keshav Murugesh, its CEO. 

WNS has created a platform for the trav- 
el industry, which can check irregularities 
in the way travel agents function. It helps 
lare experts tell airlines how much more 
they should charge from an agent in case of 


irregularity. 


The evidence of the transition is more 


than visible in the industry's revenue split. 
In 2005/06, voice constituted 75 per cent 
of the industry's revenues, which stood at 
$5 billion. As the revenue has grown more 
than three times, non-voice is more than 
half of it. The larger Indian firms do not 
have more than 20 per cent of their rev- 
enues coming from voice. It helps that the 
margins in non-voice are higher — 10 to 15 
per cent higher than in voice. 

Some companies have started distanc 
ing themselves from the term BPO. Banga- 
lore-based [24]7 in which Microsoft invest- 
ed recently, wants to be seen as a technology 
company. Essar-owned Aegis calls itself an 
"experience" company, managing different 
experiences lor its customers. 

The CEO of a rival firm sniggers that 
these companies may be facing an “identity 
crisis". With time, we will know if the crisis 
had an opportunity lurking inside. @ 
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The BT-Value Research Best 
Mutual Fund rankings focus 
on investor appetite for risk. 
By ALOKESH BHATTACHARYYA 


INDIAS 








he year 1993 was 

a significant one for 

mutual funds in India. 

Private firms were al- 

lowed to enter, paving 
the way for the industry to grow at 
an unbelievable pace. Regulations 
were formulated for the first time. 
And Business Today, just a year 
young, launched India’s first-ever 
ranking of mutual funds by risk- 
adjusted performance, in associa- 
tion with Value Research, a Delhi- 
based mutual fund tracker, led by 
Dhirendra Kumar. 

In 2004, we opted to do Best 
Fund Managers, assessing the peo- 
ple who managed investors’ money. 
From this year, however, we are go- 
ing back to ranking the Best Mutual 
Funds, as investors are once more 
keen on a fund's performance. 

There are many mutual fund 
awards being doled out today. Most 
have categories based on assets un- 
der management (AUM) or the quan- 
tum of money managed by funds. 


BEST MUTUAL 


BT has been rating the mutual 
fund industry since 1993, when 
it was first opened to private 
companies. Read some of our 
previous stories: India’s Best Fund 
Managers (June 6, 2004) at 

i .in/bestmf-2004 


and Mature Mutuals 
(August 7, 2000) at 


Our ranking categories, on the 
otherhand, are based on investor 
profiles — that is, the degree of risk an 
investor is willing to take. Ergo, the 
category names, Equity: Aggressive: 
Equity: Conservative, and so on. Ku- 
mar of Value Research, our partner 
in this exercise, lucidly explains the 
philosophy behind the categories in 
his column on page 85. 

To ensure we don't completely 
disconnect from our recent years' 
rankings, we have retained two 
Best Fund Manager categories — 
one each for equity and debt. The 
managers have been evaluated on 
their performance in the last five 


years, across fund houses. That 
gives a far more accurate indica- 
tion of who are the best minds in 
the MF business. 

Investor-focused ranking is an 
apt approach [for these uncertain 
times. The AUM of the industry has 
doubled over the past five vears 
to around 16 trillion (one million 
equals 100,000 crore) as of Decem- 
ber 2011, according to the Associa- 
tion of Mutual Funds of India. How- 
ever, RBI data shows that mutual 
fund investments as a percentage 
of gross household savings have de- 
clined over the same period. 

And even as an increasing 
number of small investors pour mon- 
ey into mutual funds, the industry is 
struggling with tightening regula- 
tions. institutional dependence and 
skewed geographic presence. This 
has exerted immense pressure on op- 
erations and financials. Read about 
this struggle in Mutual Discomfort. 
on page 60. the starting point of this 
riveting package of stories. @ 
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Discomfort 


AMCs need to stop obsessing over their funds’ performance and start paying 
more attention to their balance sheets if they are to thrive. 
By RAJIV BHUVA 
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n January 19, Japan's Nippon 
Life Insurance Company agreed 
to acquire a 26 per cent stake in 
Anil Ambani's Reliance Capi- 
tal Asset Management (RCAM), 
which runs Reliance Mutual Fund, for 11.450 
crore. It was a big deal. As of December 2011, 
Reliance MF had average assets under man- 
agement (AUM) of 182,306 crore, and an in- 
vestor count exceeding 6.6 million. 

Barely a week later, FIL Fund Manage- 
ment, the Indian asset management arm of 
Boston-headquartered Fidelity Investments 
Worldwide, signalled that it was planning to 
quit India. The company called for proposals 
from prospective bidders for its India opera- 
tions, Fidelity India, which commenced opera- 
tions in March 2005, managed over {8.278 
crore in assets at end of December 2011, and 
had over 190,000 customer accounts. 

These two contrasting developments, tak- 
ing place within days of each other, highlight 
the state of the Indian asset management 
industry today. While RCAM is a serial profit- 
making fund house, Fidelity is the polar op- 
posite. In 2010/11, RCAM posted a profit after 
tax of 3261 crore, growing 34 per cent over 
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the previous fiscal. During the same period, 
Fidelity posted a net loss of 162. 39 crore, more 
than double its loss in the previous fiscal. In 
2010/11, RCAM carried lorward 1574 crore in 
profits on its balance sheet, while Fidelity car- 
ried forward losses in excess of 1306 crore. 

Fidelity is not alone. Twenty-three of 
the 44 fund houses for which data is avail- 
able have been carrying forward losses. And 
among the profitable AMCs, 1 2 saw their prof- 
its decline in the latest fiscal. 

Industry veterans believe that a fund house 
needs AUM of at least 310,000 crore to break 
even. However, seven ofthe profitable AMCs had 
less than 110,000 crore in average AUM as of 
December 201 1. 

Many have blamed big-shift regulations. 
including the ban on entry loads since Augus! 
2009, for the industry's woes. Harsh- 
endu Bindal, President. Franklin 
Templeton Investments (India), 
says that while the changes 
were meant to enhance inves- 
tor focus, they ended up creat- 
ing uncertainty over business 
models, especially among small- 
er financial advisors. 


- The BIG Negatives 


Losses in ? crore carried 
forward by the AMCs in the 


fiscal ended March 2011 
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Navin Suri, MD & CEO, ING Investment 
Managers (India), which operates ING Mu- 
tual Fund, says the fund management indus- 
u- try has been hoping for a regulatory roadmap 
with a clear timeframe. This. he feels. will en- 
able the industry to redefine and adapt busi- 
ness models. ING Mutual Fund carried for- 
ward a loss of 3249 crore in 2010/1 1. 

However, Reliance Capital CEO Sundeep 
Sikka believes that low profitability should 
not be attributed to regulatory changes. “As- 
set management is a volume game, where 
every player has to pursue a business model 
that suits it the best," he says. 


s for the business models, there are 
some structural flaws that the in- 
dustry has built over the years. First, 
there is sharp variance in the investor mix. 
Corporate investors account for less than one 
per cent of the mutual fund investor popu- 
lation. But their share of AUM stood at 
46.7 per cent in September 2011. Again, 
high net-worth individuals account for less 
than two per cent of the investor population, 
yet their share of AUM was 23.7 per cent. But 
retail investors, who make up 97.4 per cent of 
the investor population, accounted for a mere 
23.6 per cent of the industry's AUM. 
This is in sharp contrast to the 
United States, where retail inves- 
tors owned 87 per cent ofthe $11.8 
trillion invested in mutual funds as of 
December 2010. 
In a recent speech, SEBI Chair- 
man U.K. Sinha noted that a 
"substantial amount of AUM 
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of mutual funds is short-term debt. where 
substantial investments are from corporates”. 
It was a broad hint, telling AMCs to rope in 
smaller but serious long-term investors. This 
will lower the churn in investments sharply, 
and help fund houses achieve financial goals. 

Investor profiles have also not changed 
over the years because of geographic reasons. 
The top five cities still account for a whopping 
7 3 per cent of the industry AUM, with Mumbai 
alone accounting for 44.59 per cent, accord- 
ing to data from Association of Mutual Funds 
of India, 

“The key to expanding reach beyond 
established markets and top cities is the dis- 
tribution network,” says Bindal of Franklin 
Templeton. “Unfortunately, in the new busi- 
ness environment. smaller distributors are 
finding it difficult to get viable revenues.” 

Sikka believes it is important to penetrate 
deeper. “Smaller branches bring in new in- 
vestors,” says the Reliance Capital CEO. The 
AMC has opened branches in smaller towns, 
some of which are loss-making. Defending 
the concentration of investments in large cit- 
ies, Sikka points at the banking sector, where 
around 43 per cent of the deposits are from 
the top five cities. 

But the mutual fund industry's fortunes 
are also tied to investors’ financial awareness. 
In a July 2011 report, New Delhi-based Na- 
tional Council of Applied Economic Research 
noted that the estimated number of investor 
households was 24.5 million, or about 11 
per cent of all Indian households. The survey, 
sponsored by SEBI, found that 43 per cent of 
the respondents preferred investing in mutual 
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funds while 22 per cent preferred the second- 
ary market. In urban areas, 41 per cent opted 
for mutual funds while 21 per cent chose the 
secondary market. In rural markets, 46 per 
cent chose mutual funds while 22 per cent 
went with secondary markets. While these 
numbers are heartening, the fact remains 
that India has a tiny investing population. 


he industry also needs to sharpen 

distribution and adopt new models. 

Before the ban on entry loads. an av- 
erage distributor was rewarded handsomely. 
Today, he will have to go the extra mile to 
cater to an investor's needs. AMCs also need 
to go beyond traditional channels such as in- 
dependent financial advisors and large bank 
branches, and tap into intermediaries with 
low-cost access to remote locations. Tying up 
with India Post, public sector and regional 
rural banks, self-help groups. microfinance 
institutions and the like will also help expand 
the investor base, says Bindal. 

Broadening the market will also encour- 
age the launch of more innovative products. 
Currently, the industry suffers from the 
copycat syndrome. Within days of an AMC 
launching a fund, the others follow suit and 
try to lure the same investor. 

Sikka feels the industry has many in- 
novative products, such as the popular sys- 
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"Many global AMCS do not 
have a presence in India, 
but all of them, for strategic 
reasons, will want to look at 
India at some stage" 


NAVIN SI RI MD & CEO, ING Investment 
Management (India) 










tematic investment plan (SIP). He also cites 
the example of the Reliance ATM card. This 
card, issued by a partner bank, is linked to 
mutual fund schemes and allows investors 
to withdraw cash at ATMs or make payments 
at merchant establishments. “The investor 
has the opportunity to earn market-linked 
returns every day and he also gets liquidity 
through the ATM card," says Sikka. 





ING's Suri is also quick to note that his * 
AMC has some unique products. In the past 
1 5 months, it has garnered 1500 crore in its 
multi-manager fund of funds. This is a mas- 
ter fund that invests across a set of sub-funds, 
Worldwide Distribution of Investment Fund Assets 
& SOUTH AFRICA 0.6 
AUSTRALIA 9.9 
m INDIA 0.4 
BRAZIL 9.9 
m CHINA 1.2 
im SOUTH KOREA 0.9 
= CANADA 3 ¢ 
W JAPAN 3.9 
m OTHERS 0.9 
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depending on the investor's risk appetite and 
financial goals. In calendar year 2011, the 
industry's fund of funds category grew 
from 14,500 crore to 18,500 crore. 


iven these limited meas- 
ures and the slew of chal- 
lenges, will the industry 
see some consolidation: "We 
have already witnessed some 
mergers and acquisitions 
and this could continue as 
new business dynamics are 
likely to put pressure on profitability over 
| the short to medium term." says Bindal. 
Aa “This phase of consolidation is in line 
JJ}. with the market cycle," says Ved Prakash 
| Chaturvedi, CEO of the Capital Markets and 
Investment Management Group at L&T Fi- 
nance Holdings. He believes that 10 years 
from now, the industry would have just 20 
sizeable players. The financial service compa- 
ny's AMC arm has carried forward over X124 
crore in losses in fiscal 2010/11. 

But how does one arrive at fair valua- 
tion in an industry where more than half the 
players have losses carried forward vear af- 
ter year? Perhaps. for the loss-making AMCs, 
a percentage of the AUM they manage can 
be a way to arrive at a price tag. But Sikka 
differs. "Valuation based on AUM is a misno- 
mer." For Nippon Life, the 26 per cent stake 
in RCAM holds much more than the AUM. It 
SS also comes with 200 branches, over 6.6 mil- 

lion investors and two million SIPs that will 
bring in 135,000 crore over the next 10 years. 
e "The valuation Nippon has given Reliance is 
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based on its quality of franchise and asset." 
says an investment banker. "An incumbent 
flush with money cannot replicate a Reli- 
ance Mutual Fund in the next 10 vears." 

Take the case of Bharti AXA Investment 
Managers, a joint venture between Bharti 
Ventures Ltd, part of Bharti Group. and AXA 
Investment Managers. Launched in 2008, 
it lists third after Fidelity and ING in terms 
of losses. In December 2011, Bank of India 
picked up a 51 per cent stake in the AMC, 
buying Bharti's 26 per cent and another 
25 per cent from AXA, This brought the lat- 
ter's stake in the AMC down to 49 per cent. 
Bank of India may prove the biggest win- 
ner, getting a full-fledged AMC in the deal, 
which is awaiting regulatory clearance. 
"A greenfield AMC would take between 24 
to 30 months to reach the level we are at." 
says CEO Sandeep Dasgupta. Bharti AXA had 
average AUM of 1161 crore at the end of 
December 201 1. 

ING's Suri says the best is vet to come. 
Many global AMCs do not have a presence in 
India, and will want to enter at some stage, 
he says. "Costs are not prohibitive here. And 
where else would you find growth from a 
10-year perspective. with pension reforms 
ahead?” Be that as it may, the fact remains 
that fund houses need to stop obsessing over 
AUM and the performance of their funds. 
They need to start taking a hard look at their 
balance sheets if they are to survive, let alone 
thrive. Shareholders will not be willing to live 
with accumulated losses for long. @ 


Send your comments to editor.bt@intoday.com 
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A Class Apart 


India's biggest mutual fund, HDFC, is also the 
By ANAND ADHIKARI 






iind Barve was pulled out 
from HDFC Ltd — where he 
was in the treasury division 
- to join as Managing Direc- 
tor of HDFC Mutual Fund just 
four days after it came into existence in June 
2000. Today, Barve is one of only two CEOs in 
India — the other is IDFC MF's Naval Bir Kumar 
— who remains head of a fund house since its 
inception. What satisfies the media-shy Barve 
even more is the experience of building India's 
largest-fund house from scratch. HDFC MF 
boasts the highest assets under management 
(AUM) of 388,628 crore, with Reliance Mutual 
Fund closely following with 382. 505 crore. 
Apart from size, HDFC MF is also India's 
best fund house, according to the BT-Value 
Research Best Mutual Fund rankings. Displac- 
ing rivals like ICICI Prudential Mutual Fund 





du. 


Best Fund House 
RANK  FUNDHOUSE — — — SCORE 
| HDFC Mutual Fund 34.56 
2 ICICI Prudential Mutual Fund 33.79 
3 Canara Robeco Mutual Fund 32.23 
4 = Taurus Mutual Fund 29.06 
4 DSP BlackRock Mutual Fund 29.06 


Read methodology on page 82 
Source: BT-Value Research Best Mutual Funds study 
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and Canara Robeco Mutual Fund, HDFC MF's 


most consistent performer. 


schemes, both in equity and debt, have consist- 
ently outperformed in the past five-year period 
(20 quarters). 

Stability at the top has certainly helped. 
"My team has also been around for a fairly 
long time," says Barve. "Our stable and high 
performing team puts us on a better footing." 
adds Anil Bamboli, a fund manager with HDEC. 
Bamboli, who has been adjudged the best debt 
fund manager in the BT-Value Research study 
(Firmly Grounded, page 77), says the parentage 
of HDFC, the brand, its practices and investor fo- 
cus have all contributed to HDFC MF's growth. 

On HDFC MF's investment approach, Barve 
says: "We would alwavs like to be a no-surprise 
fund." For instance, HDFC MF launched just 
three schemes, including a gold fund, during 
the boom time of 2003 to 2008, while its rivals 
launched four to five schemes each year. "You 
have to keep your product simple." says Barve. 
"Our new products are driven by the invest- 
ment team, not the marketing team." 

Ditto for due diligence while making invest- 
ments in the market. Chirag Setalvad, who 
manages half a dozen HDFC schemes — one, 
HDFC Balanced, has topped the Hybrid: Con- 
servative Growth category in this study (Disci- 
plined Show, page 76) -says that while valuing 
a company his team insists on meeting custom- 
ers, suppliers, ex-employees, and carries out 
factory visits. "At the end, we try to stick to our 
circle of understanding, focus on the purchase 
price and a margin of safety," says Setalvad. 

"A bottom-up approach is the hallmark of 
HDFC MF,” says Sanjeev Ahuja, a Delhi-based 
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Numbers Man 


Data-driven decisions win the day. Personal style and individual calls have nothing 
to do with it, says R. Srinivasan, this year’s Best Equity Fund Manager. 


he Best Equity Fund Man- 
ager in this year’s BT-Value 
Research ranking is a modest 
man unwilling to take credit 
for his funds’ stellar perform- 
ance. "We don't believe that the fund man- 
ager is some super animal," says R. Srinivas- 
an, 40, Head of Equities at SBI Mutual Fund. 
"We don't say. Tu kar le yaar, tu tol star hai! 
(You do it, vou re the star!)" Instead, he cred- 
its his funds' solid performance to the focus 
on quality companies and their fundamen- 
tals. Srinivasan oversees equity assets worth 
nearly 116,000 crore. 

jut much of the credit must go to the 
fund manager. The performance of SBI 
Mutual Fund's equity schemes has picked 
up since he came on board in mid-2009. 
Two of his funds, Magnum Emerging Busi- 
nesses Fund and Magnum Global Fund, fig- 
ure among the top three in the Aggressive 
Growth category of the BT-Value Research 
ranking. These funds also have a five-star 
rating from Value Research. 

Srinivasan insists that each of the three 
funds managed by him have clearly defined 
risk constraints. Those three funds — Mag- 
num Emerging Businesses Fund, Magnum 
Global Fund and Magnum Equity Fund - 
figure in the top quartile of their respective 
groups. Essentially, they have provided the 
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highest returns more often than their peers. 

“All the SBI funds suffered a setback two years 
ago when their fund manager left. But after Srinivas- 
an joined there has been a good pick-up in the funds,” 
says Sanjay Matai, a financial planner based in Pune. 

Srinivasan is known in mutual fund circles for 
his mid-cap and small-cap stock picking skills. Page 
Industries, one of the key picks for the Magnum 
Emerging Businesses Fund, was not very attractive 
in terms of valuation. But its growth was way ahead 
of the SBI team's estimates, The company has the 
exclusive licence to manufacture and distribute the 
Jockey brand of innerwear in India, Sri Lanka, Bang- 
ladesh, Nepal and UAE. It recently posted 27 per cent 
growth in net profit for the quarter ended December. 
compared to the year-ago period. The stock has ap- 
preciated 70 per cent over the last one year. 

“If you look at quality, not just in India but across 
emerging markets, companies that have good bal- 
ance sheets have outperformed those with bad bal- 
ance sheets. That trend has helped us across funds,” 
says Srinivasan. 

"He (Srinivasan) has a good grip on company 
fundamentals and a deep understanding of the com- 
panies and sectors we are invested in,” says Navneet 


SBI Mutual Fund 

HDFC Mutual Fund 

Franklin Templeton Mutual Fund 
Franklin Templeton Mutual Fund 
DSP BlackRock Mutual Fund 
Tata Mutual Fund 

Canara Robeco Mutual Fund 
Fidelity Mutual Fund 

Mirae Asset Mutual Fund 

HDFC Mutual Fund 
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41.89 
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32.14 


Source: B7-Value Research Best Mutual Funds Study 


Munot, Chief Investment Officer of SBI Mutual Fund. 

For Magnum Global, one of the star performers 
was Redington India. The fund backed it on the basis 
of its 30 per cent share of the distribution market for 
IT, telecom and consumer durables. And also because 
ofits ability to deliver consistent returns despite distri- 
bution being a low-margin business. As of January 
five per cent of Magnum Global Fund's assets unde: 
management (AUM) were invested in this companv 
The stock has risen 14 per cent over the past vear. 

The fund house ensures that investors are fully 
aware that each product comes with a certain risk 
For example, Magnum Equity Fund, with AUM o! 
1452 crore as of January 31, is a large-cap fund thai 
invests only in the top 100 companies. Magnum 
Global, with AUM of 1899 crore as of January 31. is 
a largely mid-cap fund that focuses on quality, so the 
inherent risk is less. And. Magnum Emerging Busi- 
nesses Fund, with an AUM of 3456 crore as of January 
31, is the only fund that has a high-risk, high-return 
approach. The fund has clicked because of good stock 
selection (see Smart Picks on page 74). 
Clearly, Srinivasan is a modest man with 
not much to be modest about. + 
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Joining the Dots 


Anil Bamboli of HDFC Mutual Fund believes an understanding 
of equity is essential to manage debt funds. 
By ANAND ADHIKARI 


EN m not much of a risk taker,” says 
ES Anil Bamboli, adding quickly: "That 
ES way my profile fits in well." That is 
not too surprising lor someone who 
E has been adjudged the best fund man- 
ager (debt) in the BT-Value Research Best 
Mutual Funds study. But what does surprise 
is that this 40-year-old senior fund man- 
ager at HDFC Asset Management Company 
Ltd actually started off in the much riskier 
world of equity. "I was initially more inclined 
towards the capital market,” says Bamboli. 
Sitting comfortably at the company's 
third floor South Mumbai headquarters, 
where parent HDFC Ltd is also housed. 
Bamboli rewinds to 1994 when he joined SBI 
Funds Management Ltd. "I was picked up in 
a campus interview," says this chartered 
financial analvst who studied commerce at 
Mumbai's Sydenham College, which also 
counts among its alumni the likes of Deepak 
Parekh, Udav Kotak, Kumar Mangalam 
Birla and Rakesh Jhunjhunwala. 
The turning point for Bamboli came 
when he was sent on deputation to SBI's 
treasury desk in 1998. He got an opportunity 


AMRI 


to learn and sharpen his skills in debt man- 
agement because the equity market 

was down in the dumps those days 

after the Harshad Mehta scam. Bam- 
boli returned to SBI Funds Man- 
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Not a risk taker: 
HDFC Mutual Fund's 
Anil Bamboli 
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Best Debt Fund Managers 











| Anil Bamboli HDFC Mutual Fund 37.84 
2 Amit Tripathi Reliance Mutual Fund 32 
3 Mahendra Jajoo BNP Paribas Mutual Fund — — 28 
4 Chaitanya Pande ICICI Prudential Mutual Fund 27.81 
5 Sachin Padwal-Desai Franklin Templeton Mutual Fund 27.02 
6 Deepak Agrawal | Kotak Mahindra Mutual Fund 25.93 
T Shobhit Mehrotra HDFC Mutual Fund 25.58 
8 Satyabrata Mohanty Birla Sun Life Mutual Fund 25 
9 Ninad Deshpande Franklin Templeton Mutual Fund 24.72 
10 Sujoy Kumar Das Religare Mutual Fund 23.33 


Read methodology on page 8? 


agement in 2002, but he was already sold on debt. 
So, a year later, when HDFC Mutual Fund offered him 
a job on the debt fund management side, he took it 
up. “I got two debt schemes initially," says Bamboli, 
who now manages close to a dozen debt schemes. 

Bamboli, whose hobbies have also shifted over 
the years from following cricket to watching ten- 
nis, hockey and football, is now neck deep in under- 
standing the debt market. Last year. he got a gold 
exchange traded fund and a gold fund-of-funds to 
manage. Even now, he believes having an equity 
perspective helps in managing a debt fund, as "they 
all are interlinked”. In fact, one ofthe top performing 
schemes managed by Bamboli - HDFC Multiple Yield 
Fund - has 15 to 25 per cent allocation in equity, 
though the equity portion is managed by other fund 
managers. "High yielding equity always contributes 
to better returns in a scheme.” he admits. 

Another scheme ~ HDFC Short Term Plan — has 
outperformed the benchmark CRISIL Liquid Fund 
Index. In a three-year period, HDFC has returned 
7.46 per cent against CRISIL's 6.43 per cent. 


c ew ae ÍT. Pi ir B^ ^ 2 à vest y 4 sete ni, pedig 
Source: BP Vaiue Research Best Mutual Funds study 


Bamboli is closely following the interest rate 
environment to reward his investors. Like equity. 
the debt market has also been volatile in the past 
three years. "I expect a marginal policv rate cut in 
April this year," he says. There is a word of caution. 
though, as inflation is still a big worry. "We have to 
see the actual fiscal deficit numbers in the Budget.” 
he says. A softer interest rate regime does not look 
likely unless the fiscal situation improves. 

So, what about the interest of retail investors in 
debt schemes? "That is gradually increasing, but we 
should have more. Debt funds should become part of 
the asset allocation of people," Bamboli says. In fact. 
today, any financial advisor will suggest investors 
participate in equity, but when it comes to debt. fixed 
deposits or PPF are always recommended. "Tha! 
should change." he says. 

Bamboli'ssuggestion to investors: buy short-term 
plans if vou have a less than one vear investment 
horizon, and income and Gilt funds for an invest- 
ment horizon of one to two years. That. coming from 
India's best debt fund manager, is sound advice. & 
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Champions 


Each of this year's winners outperformed its peers by some distance 
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Smart Picks 


BI Mutual Fund's Magnum Emerging 
Businesses Fund has surpassed its peers 
in eight of the 11 quarters between April 
2009 and December 2011. The fund, managed 
by R. Srinivasan, Head (Equities), has generated 
an average return of 35 per cent over the past 
three years, the highest in the Aggressive Growth 
category of the BT-Value Research Mutual Fund 
rankings. Srinivasan credits stocks such as Page 
Industries, Goodyear India, Redington India and 
Hawkins Cookers for the fund's performance. "At 
one point we had almost 11 per cent of the fund 
in Page," he says. 

As of December 201 1, the fund was managing 
an average of 1456 crore in assets. "About 50 
to 60 per cent of the fund's money is in the top 
10 holdings. So, the risk has been high. But the 
fortunate part is that stock selection has been 
very good." says Sanjay Matai, who runs Wealth 
Architects. a Pune-based financial advisory firm. 

Srinivasan and his team look for a core com- 
petency while picking stocks. For example. Red- 
ington has a 30 per cent share of the distribution 
market for IT, telecom and consumer durables, 
while Page has a franchising deal for Jockey ap- 
parel. They also look for factors such as return 
on capital, growth, valuation, management ca- 
pabilities and integrity. In mid- and small-caps. 
management and integrity are important. For 
instance, the fund is wary of small- and mid-cap 
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real estate companies as it is not very comfortable 
with their managements. 

Given how the mid-cap space has appreci- 
ated over the past year, the fund is increasing the 
proportion of large caps in its portfolio. "Mid-cap 
stock prices have risen and there are a lot of high 
beta (risk) names," says Srinivasan, explaining 
the shift to large caps. 

While Value Research has given the fund an 
average risk rating, Matai recommends caution 
since the fund has been putting its money in the 
small- and mid-cap space, which is easily buffeted 
by policy changes. "They are invested in Mana- 
ppuram Finance, Muthoot Finance, etc. These 





stocks saw a sharp correction post a small regula- 
tion from RBI about their deposits." 

Srinivasan and his team are well aware ofthe 
underlying risks. "EBF is a high-risk, high-returns 
fund. Whenever we sell it, we always focus on 
the negative aspects, so that the investor is fully 
aware of what he is getting into," he says. 

GEETANJALI SHUKLA 











ror vigeos ana Transcripts or interviews with fund managers, go to 
www.businesstoday.in/bestmf-others Em 








Good Calls 


TI Opportunities Fund has 

topped the 'Equity: Long-term 

Growth’ category of the BT- 
Value Research Mutual Fund rank- 
ings. The fund netted a score of 84.08, 
about 11 points more than ICICI Pru- 
dential Focused Bluechip Equity Retail. 
the scheme placed second on the list. 
It posted three-year returns of 27.53 
per cent compared to ICICI Prudential's 
26.63 per cent. 

The fund's performance underlines 
the fact that size is not everything. With 
average six-monthly assets under man- 
agement (AUM) of 32,01 7.63 crore, UTI 
Opportunities bested schemes such 
as HDFC Top 200, which is five times 
bigger. and Franklin India Bluechip. 
which is twice as large. 

"This fund limits the number of 
stocks in our portfolio to 35-37, so we 
have to take more concentrated calls. 
We cannot buy three companies in a ' 
sector," says Anoop Bhaskar, the UTI ! 
Opportunities fund manager. He is 
also the Head of Equity at UTI Asset 
Management Company. “We don't 
try to play for every twist and turn 
in the market. If we take three-four 
broad calls every six to 12 months 
and then get maybe two right, we'll 
be happy. We don't 
want to be obsessed 
with getting every 
call right." 

| The fund is op- FUND MANAGER 
timistic about the 
financial services 
sector's prospects. "We still think that 
banks will be strong. We just hope the 
market doesn't run ahead of itself be- 
cause it has these expectations from 
RBI (on rate cuts)." The sector leads 
the pack, accounting for 22.5 per cent 
of UTI Opportunities’ AUM as on Janu- 
ary 31 this year, followed by fast mov- 
ing consumer goods at 1 3 per cent. 

G. SEETHARAMAN 


ASHESH SHAH 
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BEST MUTUAL FUNDS Winners 


Disciplined Show 


DFC Mutual Funds domi- 
nated the Hybrid Conserva- 
tive Growth category of the 
BI-Value Research Mutual Fund 
rankings. HDFC Balanced and HDFC 
Prudence were the top two funds in 
the categorv, with the former gen- 
erating impressive returns of 24 per 
cent over the last three calendar 
vears, ending December 31. 2011. 
Chirag Setalvad, the fund manager. 
credits discipline for this stellar show. 

HDFC Balanced Fund has over 
1502 crore in average assets un- 
der management, About 65 to 72 
per cent of its investments are in 





equity and the rest are in fixed- 
income products. The equity por- 
tion is divided almost equally be- 
tween large- and mid-cap stocks. 
The philosophy for equity is to 
buy quality stocks at reasonable 
prices and hold them for long dura- 
tions. “We do not like to churn our 
portfolios much,” says Setalvad. 
Explaining the fund's bottom-up ap- 
proach, the fund manager says he 
prefers to select a stock and fit it in 
the portfolio rather than looking at 
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the portfolio's need. and then find- 
ing a stock to match it. 

In the fixed-maturity products 
portion, investments go into short- 
duration products that are normally 
held till maturity, usually two years. 
These investments are made in gov- 
ernment securities as well as corpo- 
rate bonds. 

"What is good about this fund is 
that it has managed the downside 
very well. The new fund manager 
seems to have made a difference." 







HYBRID 
WINNER 
FUND MANAGER 


says Sanjeev Ahuja, a New 
Delhi-based investment advisor 
and Founder-CEO of SA Wealth 
Management. “In 12 years, the NAV 
is up six times to 160. That is much 
more than a bank fixed deposit. 
which would have been around 330 
in this period." 

SUMAN LAYAK 

























irla Sun Life Government Secu- 
rities Fund Long-term Plan has 
been adjudged the winner in 
the debt (bond) category of the BT-Val- 
ue Research Mutual Fund rankings. 


With a compounded annual returns of 


1 1.2 per cent over the past three years, 
the 1500-crore fund has outperformed 
its peers by some distance. 

The Government Securities Fund 
is a long-term gilt scheme that invests 
only in Central or state government 
securities and short-term treasury 
bills. Within this narrow framework, 
it follows a highly flexible strategy. 
looking to benefit from short-term 
abnormalities in the  interest-rate 
curve. This protects the portfolio from 
any lacklustre performance by long- 


FUND MANAGER 


dated instruments, while pepping up 
returns, albeit for a short duration. 
“We avoid both euphoria and 
despondence. and continuously look 
for absolute returns. We try to avoid 
relative performance traps," says 
Maneesh Dangi, the fund manager 


and co-Chief Investment Officer of 


Birla Sun Life Mutual Fund. 

Active management of interest- 
rate risks and the ability to identify 
and gain from blips in the interest- 
rate curve have helped Birla Sun Life 
GSF Long-term Plan score double the 
points of DSPBR Strategic Bond Inst, 
the No. 2 in its category. 

"Markets are mostly smart, but 
often they misprice securities. Our ob- 
jective is to look for dislocations and 
exploit opportunities across credit and 
duration points," says Dangi. For in- 
stance, even as RBI cut interest rates, 
the fund capitalised on anomalies such 
as high long-term government bond 
























yields. 

So, what is the fund's philosoph 
towards volatility in interest rates: "In 
my view, volatility is generallv the e 
perience of the less wise, as the large) 
direction of markets is generally secu 
lar. We try to educate our investors ! 
look through daily ups and downs and 
target trends, depending upon thei 
asset allocation needs," he say 

Dangi says the fund has performed 
well because of a sound understand 
ing ofthe growth, inflation and market 
framework. "A year ago, when the rest 
of the world said India's GDP growt! 
would be around nine per cent. we saii 
it would not be more than seven pet 
cent. That's the reality toda: 

ANUSHA SUBRAMA? 
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Judicious Mix 


irla Sun Life Floating Rate Long- 
term fund has been a topper in the 
floating-rate category for the past 


three years. The fund — a compound- 
ed annual growth rate of 7.83 per cent dur- 
ing this period and is the winner of the BT- 
Value Research Mutual Fund rankings in the 
debt (liquid) category. Over the past year, it 
has delivered returns of almost 9.1 5 per cent. 
higher than the 8.17 per cent offered by the 


DEBT 
WINNER 
FUND MANAGERS 


benchmark CRISIL Liquid Fund Index. 

"Active duration management to 
take advantage of short-term interest rate 
movements has primarily contributed to 
the fund's performance." says Sunaina da 
Cunha, who manages the fund along with 
Kaustubh Gupta. 

The duo's approach is to identify dislo- 
cations in rates due to liquidity and credit 
spreads. "We believe that market cycles have 
shortened considerably over time, and this 
requires funds to be managed dynamically,” 
says Gupta. 

In recent quarters, a debt fund man- 
ager's job has become even more demand- 
ing. because of rising interest rates. With RBI 
frequently hiking rates in an effort to rein in 
inflation, debt fund managers have been re- 
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quired to keep their eyes peeled for quick op- 
portunities in trading cvcles. 

Gupta and da Cunha have invested in a 
judicious mix of high-quality corporate de- 
posits, commercial papers and T-Bills after 
thorough due diligence. "We look for dislo- 
cations in the short end of the vield curve," 
says da Cunha, explaining the maturity 
profile of the papers held in the fund. The 
strategy has paid rich dividends. Clearly, it is 
working well. 

ANUSHA SUBRAMANIAN 


Send your comments to editor.bt@intoday.com 
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UTI's Average AUM 


(in crore) 





TSUN UT! AMC 


Downward Spiral 


UTI AMC has not had a full-time chief for over a year. 


And its slip is beginning to show — 






OCT otc 2010 





— < hen U.K. Sinha 


UTI. Asset. Man- 
agement Compa- 
. MES ny in November 
2005. i it was the largest fund house 
in the country, with nearly 125,000 
crore in assets under management 
(AUM). When he left in February 
2011 to head the Securities and 
Exchange Board of India (SEBI), it 
had slipped to the fourth spot. A 
vear on, UTI AMC still does not have 
a full-time chief and is now No.5, 
with average AUM of 357,817 crore 
as of December 201 I. Experts say it 
might slip further if the leadership 
issue is not resolved soon. Rivals SBI 
Funds Management, with 341,550 
crore in AUM, and Franklin Tem- 
pleton Asset Management, with 
135,640 crore, are not far behind. 
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took charge of 


By G. SEETHARAMAN 


Since Sinha left. UTI could not 
launch any scheme because SEBI 
rules bar leaderless AMCs from doing 
so. That changed only this January 
when it got an interim CEO in Imtai- 
vazur Rahman. UTI AMC's CFO and 
Company Secretary. 

The government's quest to 
find a successor to Sinha has been 
fraught with charges of nepotism 
and power struggles within UTI. 


Before Sinha's exit, a Board-level 


After having a monopoly over 

the asset management space 

for decades, UTI AMC is now 
in danger of losing even 
its fifth place by fund size 


in the numbers. 


015  — 


APRILIUNE 201 


\ 


committee was set up to find a re- 
placement. But, two key members 
of the committee, who were also in- 
dependent directors, quit their posts 
soon after, Prithvi Haldea of Prime 
Database. a primary market related 
research firm. and Anita Ramach- 
andran of Cerebrus Consultants, 
an HR consultancy, stepped down 
from both their positions in Sep- 
tember and October, respectively, 
citing personal reasons. Sources in 
the know of the board-level devel- 
opments say they did so because of 
the endless delay in finding a suit- 
able successor to Sinha. "In the 
interim, the independent directors 
were functioning like whole-time 
directors and were overloaded with 
work. It was not sustainable for 
them to keep managing an organi- 
sation as large and complicated as 






UTI,” says one source. 

The government was lobbying 
for Jitesh Khosla, whose candidature 
was opposed by T Rowe Price, UTI's 
single largest shareholder with 26 
per cent share. Khosla, an Indian 
Administrative Service officer from 
the Assam cadre, is the brother of 
Omita Paul, advisor to Finance Min- 
ister Pranab Mukherjee. 

However, the government wields 
more influence in UTI, thanks to 
State Bank of India, Punjab National 
Bank, Bank of Baroda and Life Insur- 
ance Corporation, holding 18.5 per 
cent each in the fund house. 

T Rowe Price is said to 
be looking to exit UTI. 
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The government's quest to 
find a successor to U.K. Sinha 


et 


It picked up the stake in November 
2009 for 1650 crore, valuing UTI 
AMC at about 32,500 crore, or 3.25 
per cent of its AUM then. By the same 
measure, with the AUM at 157,817 
crore, the investment should now 
be worth only 3488 crore, mak- 
ing an exit unattractive. Edward F. 
Giltenan. spokesperson for the firm, 
declined comment. 

"This (Rahman's appointment) 
could create friction within the team. 
There was also talk that Jaideep 
Bhattacharya could replace Sinha,” 
says a former official of UTI. Ques- 
tions sent to Rahman and Bhattach- 
arya, the fund house's Chief Market- 
ing Officer, remained unanswered. 

Given the volatility in equity 
markets (the Sensex lost 25 per cent) 
and the high interest rate scenario. 
investors have flocked to fixed ma- 
turity plans (FMPs) — debt funds that 
invest largely in commercial papers 
and corporate deposits — over the 
past year. The SEBI ban meant UTI 
could not launch any until Rahman 
took over. "That really hurt them. 
On the equity side there was no need 
to launch new funds so it didn't mat- 
ter." notes an industry veteran. 


PRENNE SN PER RN MES . Www.businesstoday.in/mf-uti. 
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Detween February 2011. when 
Sinha moved to SEBI j 
ary 2012. around 71x 
launched pamen ng 
crore, But UTI missed out, 
ver. as per a November i^, 
report in the financial daily M 
AMC lost 83,350 investor accounts 
between — nber 2010 and Sep- 
tember 2011. The report added that 
HDFC Mutual Fund added 480,06 x) 
accounts while Reliance Mutua! 
Fund added 1 80.000 accounts. 

However. Anoop Bhaskar. Head 
of Equity at UTI AMC, says the ab- 
sence of a CEO has not impacted fund 
management in the organisation 
“The AMC business is different from 
manufacturing, where nol having 
a leader can have a major impact. 
What I door my team dues on a i daily 
basis has no CEO intervention. 

jignesh Desai. Joint Mb. Ni in- 
vest India, India’s largest distributor 
of mutual funds. says: “Advisors to 
retail investors look at sc — rot 
the Ag house." A case in point is 
the UTI Opportunities Fund, which 
topped the 'Equity: Long Term 
Growth’ category in the BT-Val 
Research Mutual Fund Rankings. 

"They are not going to walk into 
the sunset. They have the strongest 
distribution network and a loyal cus- 
tomer following." says a Mumbat- 
based financial planner, but with 
competitors hot on its heels. UTI AMC 
had better get its house in order. ® 

ADDITIONAL REPORTING 
BY RAJIV BHUVA 
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7/7 funds today and in- 
| vestors find it hard to 

navigate this complex 
universe. The Business 






Ca Today-Value Research 
KD Mutual Fund Rankings have been 


conceived to solve this very problem. 

Value Research uses two ap- 
proaches to classify mutual funds. 
One is based on what a fund invests 
in. and the other is based on the 
investor need a fund fulfils. “Equity: 

















what a fund invests in, while 
‘Growth’ is an example of an inves- 
tor need a fund fulfils. 


Ihe Categories 





that have allocatec 
average of 40 to 60 per 
cent of their assets to 
large-cap stocks have been NG 
classified as multi-cap funds. ` 
The classification, for this and 
the next two categories, takes 
into account fund portfolios 
for the past three years. Funds 
that have allocated less than 40 
per cent of their assets to large-cap 
stocks, on average, have been classi- 
fied as mid- and small-cap funds. 
Equity ~ Long-term Growth: Spans 
the universe of large and large/mid- 
cap funds. Diversified equity funds 
with average 60 to SO per cent assets 
allocated to large-cap stocks have 
been classified as large- and mid-cap 
funds. Funds with more than 80 per 
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hundreds of 


Large & Mid-cap' is an example of 







cent assets in large-cap stocks have 
been classified as large-cap funds. 
Equity — Conservative Growth: 
Comprises balanced funds, including 
equity-oriented hybrid funds. Funds 
with an average equity exposure of 
more than 60 per cent, have been 
classified as balanced funds. 
Debt - Income: Covers medium- and 
long-term bond funds. This category 
includes all income and gilt funds. 
Debt — Liquid: Comprises liquid and 
ultra short funds. It covers all funds 
with up to 91 days of average matu- 
rity: plus ultra short-term funds with 
very low maturity that do not meet 
the legal definition of liquid funds. 
The ratings are based on the trail- 
ing three-year performance ended 
December 2011 of each fund 
vis-a-vis other funds in a 
category. Funds that are 
not three years old, or 
had less than 3100 
crore of aver- 
age AUM in the 
past six months 
have been excluded. 
The Value Research rating 
is determined by subtracting a 
fund's risk score from its returns score. 
For the benefit of readers. this rating 
score has been multiplied by 100. 
1 To calculate risk, monthly/ 
\ weekly returns are compared against 
‘the monthly risk-free return for eq- 
- uity and hybrid funds, and weekly 


aS 








risk-free return for debt funds. Risk- 
free return is defined as SBI's 45 to 


180 days term-deposit rate. For all 
months/weeks that a fund has un- 
derperformed the risk-free return, the 
magnitude of underperformance is 
added. This helps arrive at the 
average underperformance and 
how the fund has performed vis- 


| Read amore detailed methodology at: 
| www.businesstoday.in/mf-method 








The Distillation 


How we selected the best funds and fund managers 


a-vis its category average. The rela- 
tive performance of the fund is 
expressed as a risk score. 

For returns, Value Research has 
looked at a fund's risk-adjusted 
return. Its monthly/weekly return is 
compared with the risk-free return 
for the same period. Next, the total 
return in excess of the risk-free return 
is calculated. The monthly average 
risk-adjusted return is then com- 
pared with the category average to 
arrive at the returns score. 

Comparatively, the risk-adjusted 
returns for the BSE Sensex were 
-24.64 per cent (one year), -5.93 per 
cent (two years) and 17.0 i per cent 
(three years). 


Other Categories 
Only mainstream funds have been 
considered for the Best Fund House, 
Best Equity Fund Manager and Best 
Debt Fund Manager rankings. The 
exercise was based on quarterly per- 
formance over the past five years or 
20 quarters. Each quarterly pertorm- 
ance of a fund was assigned a quar- 
tile rank in its category. 

The fund house with the highest 
top quartile performance was ad- 


judged the best. Those with less than 


1500 crore in AUM and companies 
that started operations in the past 
five years have not been considered. 
For the two Best Fund Manager 
categories, the contender with the 
highest top-quartile performance 
was adjudged the best fund man- 
ager. lf a manager moved from one 
company to another, his perform- 
ance was evaluated across fund 
houses. Managers with less than 
1100 crore in AUM, and with a 
track record of less than five 
years, have been excluded. @ 
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Magnum Emerging Businesses 
ICICI Prudential Discovery 
Magnum Global 

IDFC Premier Equity 

Tata Dividend Yield 

Tata Ethical 

HDFC Mid-Cap Opportunities 
Birla Sun Life Dividend Yield Plus 
DSPBR Micro Cap Reg 

IDFC Sterling Equity 


UTI Opportunities 

ICICI Pru Focused Biuechip Equity Retail 
Mirae Asset India Opportunities Regular 
UTI Dividend Yield 

Canara Robeco Equity Diversified 
Fidelity India Growth 

Principal Large Cap 

Fidelity Equity 

Franklin India Bluechip 

ICICI Prudential Indo Asia Equity Retail 


HDFC Balanced 

HDFC Prudence 

Tata Balanced 

Birla Sun Life 95 

ICICI Pru Eq & Der Volatility Advt Reg 
ICICI Prudential Balanced 

Canara Robeco Balance 

Reliance Regular Savings Balanced 
FT India Balanced 

DSPBR Balanced 


Birla Sun Life GSF Long-term 

DSPBR Strategic Bond Inst 

Birla Sun Life Dynamic Bond Ret 
Reliance Regular Savings Debt Ret 

ING OptiMix Active Debt Multi Manager FoF 
IDFC SSI Medium-term Plan A 

Canara Robeco Income 

Templeton India Income 

BNP Paribas Bond Reg 

HDFC Income 


Birla Sun Life Floating Rate LT Ret 
JM Money Manager Super 


Templeton Floating Rate Super Inst 


BNP Paribas Money Plus Inst 

Sahara Liquid Variable Pricing 

Templeton India Ultra Short Bond Super Inst 
DWS Ultra Short Term Ins! 

Kotak Flexi Debt Inst 

JP Morgan India Treasury Super Inst 

BNP Paribas Money Plus Reg 
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Average 


High 
High 
High 
High 
High 
High 
Above Average 
Above Average 
Above Average 
Above Average 


12.59 
310 
23.34 
28.29 
18.13 
61,83 
52.64 
41.25 
90.81 
120.12 


1.88 
0.00 
25.80 
0.00 
3.01 
483 
331 
479 
458 
181 


Average 

Below Average 
Below Average 
Beiow Average 
Low 

Low 

Below Average 
Low 

Above Average 
Low 


Low 

Low 

Average 

Low 

Below Average 
Below Average 
Below Average 
Below Average 
Low 

Low 


Below Average 
Average 

Below Average 
Average 

Low 

Below Average 
Above Average 
High 

Average 
Average 


Average 

LOW 

Below Average 
Below Average 
LOW 

Below Average 
Below Average 
Below Average 
Average 
Average 


Below Average 
Low 

Average 

Low 

Below Average 
Below Average 
Below Average 
Below Average 
Below Average 
Below Average 


1,85 
1.08 
113 

0.84 
0.85 
i17 

1.19 

0.63 
073 
2.04 


0.77 
0.80 
0.76 
0.78 
077 
0177 
0.79 
0.76 
0.76 
0.73 


2.89 
2.47 
2.45 
2.25 
212 

2.53 
252 
1.80 
197 

2.01 


221 
2.44 
2.37 
2.32 
2.25 
2.40 
2.39 
2.28 
2.36 
2.16 


9.48 
9.29 
9.20 
8.82 


35.48 
31.66 
30.54 
29.84 
27.49 
2142 
28.03 
26.00 
31.26 
26.39 


21.53 
26.63 
27.47 
23.94 
2513 
2419 
23.63 
23.14 
22 86 
21.73 


24.85 
25.26 
20.94 
20.61 
16.30 
17.46 
19.63 
20.10 
15.42 
16.59 


1119 
6.25 
741 
7.03 
5.52 
736 
6.52 
5.55 
4.29 
456 


710 
6.97 
6.99 
6.98 
6.88 


442.36 
1691.12 
932.64 
2,397.59 
241.39 
105.25 
1,653.38 
1,033.98 
452.23 
1,104.90 


2,017.63 
3,271.27 
187.47 
3,445.42 
462.44 
322.67 
398.38 
3,379.03 
4,143.27 
183.71 


462.08 
6,228.29 
317.98 
475.46 
155.90 
294.67 
185.47 
708.35 


327.83 
632.76 
2,970.45 
739.63 
365.30 
102.20 
131.42 
798.31 
131.29 
377.34 


131.63 
251.06 
447.67 
648.96 
193.80 
1,694.67 
1,982.64 
1,640.87 
1,087.47 

142.34 


Source: BT-Value Research Best Mutual Funds Study 2011 
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ve been given for. Many such 
ckward-looking, and do noth- 
ors. By backward-looking, | 
y tend to be based on simple 
as the returns generated by 
ories of funds. Often, the eval- 
> on one-year returns, perhaps 
ogic that as the awards are an- 
ould look at annual returns. 
face of it, there is nothing wrong 
his logic. However, at the end of 
s exercise, investors are none the 
wiser. They merely get to know of 
the funds that performed better than 
others, and so were honoured. 

In the two decades since Business 
Today and Value Research jointly 
conducted the first systematic analy- 
sis of Indian mutual funds, the number, 
size and variety of Indian mutual funds 
have increased massively. There are now 
44 asset management companies run- 
ning 2.000 [funds that are managing 
16.87 lakh crore of assets in 4.72 crore 
investor accounts. However, that only in- 
creases the investor's problem of navigat- 
ing through the thicket of data, informa- 
tion and hype that comes out of the fund 
industry. 

And that is where the Business Today- 
Value Research rankings come in. 

These rankings are different as their goal 
is to help vou. the investor, solve the actu- 
al investing problem. We aim to do this 
in two ways. The first is by simply 

showing vou which funds 

are best by our criteria of risk- 
adjusted returns. Our system 
takes into account a much longer 

period for evaluation. and can serve as 
a serious guide to future performance. 









I inctively opposed to the idea of 
mu fund awards. The reason is the 
way rds have been chosen, and the 
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5 Rankings to Aid Investors 


The other is to help you understand thi 
thought process that should go into choos 
ing the particular types of funds that are 
suitable for your investing needs. | say ‘types 
of funds’ deliberately, because the choice o! 
fund category is more important than th: 
actual fund. A good fund with a risk-returns 
profile that is not suitable to you may be 
worse than the other way around. 

To begin with, we have excluded som: 
types of funds from our universe 

Mostly, these are funds that limit thei 
ambit to some theme or sector or other spe 
cialty. These funds are suitable only for ful 
filling specialised needs. and often do not ex 
ist in large enough homogeneous cohorts t 
be evaluated on a relative scale 

We divided the rest into five categories 
At the beginning of the risk-returns con 
tinuum. we have placed aggressive growth 
funds that offer higher risk and returns. Il 
you like to realise maximum returns that 
good equity funds can vield but do not mind 
the occasional sharp dip. then these are foi 
you. Next come growth funds. which take 
the same general recipe but reduce the risk 
levels and give up some of the returns when 
the markets are in their headier phases. Iı 
the third category, we have conservative 
growth funds, which add some fixed income 
component and sharply reduce the degree o! 
losses that your investment can suffer du: 
ing negative phases of the equity markets 
Lower down the risk scale are two fixed 
income categories. Both are primarily of in 
terest to corporate investors. Income tunds 
hold some risk in times of unstable interest 
rates, but can offer higher returns than th: 
near-zero-risk ‘cash’ category that has bette: 
returns than bank deposits, to which they 
are an excellent alternative. @ 


The author is Chief Executive Offic 
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In Through the 
Outpatient Door 


Day-care formats are proliferating in India, driven by cost 
compulsions, the changing Indian lifestyle and demand for affordable care 
By E. KUMAR SHARMA 


Ir: A patient 
g dialysed at a Fortis 
IKare clinic in Delhi 
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shritha Bhat, 38, an 
employee of Canara 
Bank in Bangalore, 
has been on dialysis 
— „since she was 25. 
Dialysis is a mechanical process that 
simulates the functioning of kidneys, 
purifying the blood of all toxins. Each 
session takes about five hours and 
Bhat needs three of them in a week. 
Over the years, she has been dialysed 
at both a hospital and a charitable 
trust. But the provider she prefers the 
most is Nephrolife, a standalone 
dialysis centre. This day-care outfit, 
which began operations in January 
2010, has a chain of 15 kidney care 
centres in the South today. “I feel 
that clinics like this offer better 
quality, with more attention from 
doctors,” says Bhat. “Plus, earlier. | 
used to travel 9 km. This centre is 
just 3.5 km from my home and even 
has a pick-up and drop facility.” 
Each session costs around 11,250. 
While this is more than what she 
was charged by the charitable trust, 
it is less than the 12,000 plus charge 
of many hospitals. 

Nephrolife is one of a new breed 
of clinics mushrooming across India. 
These day-care centres offer 
specialised treatment for all kinds of 
ailments. And they have found huge 
demand by catering to a widespread 
health care need. 

The numbers indicate just how 
big that need is. The International 
Diabetes Federation estimates that 
India has 61.3 million diabetics in its 
cities, towns and villages, making it 
the diabetic capital of the world. It is 
estimated to have added close to 12 
million diabetes patients in the last 
year alone. On the nephrology front, 
industry estimates say India is add- 













Number of kidney 
failure cases added 
each year 
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ing at least 100,000 new kidney 
failure cases every year. Only five per 
cent of these have access to regular 
dialysis. The story is the same for ail- 
ments in areas such as cardiac care, 
urology and gastroenterology. 

The huge demand has led to the 
proliferation of specialist clinics such 
as Nephrolife. "What we are seeing 
currently is the first wave of 
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specialities going into day-care 
formats." says Vishal Bali, CEO of 
Fortis Healthcare Global. a large 
hospital chain. “In each speciality 
there is a sub-group of procedures 
that is moving outside the hospital 
setting. Hospitals are focusing more 
on acute care.” 

Fortis has launched a series of 
dialysis clinics under the Renkare 
brand. The hospital chain is aiso 
planning to offer day-care services to 
cancer patients. This will include 
chemotherapy. In addition, says 
Bali, it is offering outpatient cardiol- 
ogy services such as diagnostics and 
stress tests to patients through its 
“heart command centres”. Some of 
it, he adds, leverages Fortis s experi- 
ence in Australia and New Zealand. 

Apollo, Fortis's rival for the top 
spot, is also setting up a number of 
diabetes clinics, calling them "ugar. 
Some of these will be within the 
hospital while others will be 
standalone facilities. It is also looking 
beyond diabetes. “We have plans to 
launch a range of speciality formats.” 
says Sangita Reddy. Executive 
Director of Operations. She did not 
specify which specialities. 

The primary driver of this trend 
is the cost factor. Typically. costs in 
a multi-speciality hospital work out 
anywhere between 350 lakh to $1 
crore a bed, says Vikram Vuppala. 
Founder & MD of NephroPlus, a 
chain of standalone dialvsis centres 
headquartered in Hyderabad. This is 
because of the huge real estate cost 
and the capital-intensive nature of a 
hospital. It therefore makes better 
sense for a hospital to focus on 
complex surgeries, where a bed 
could yield 350.000 from a one-hour 
procedure than a five-hour dialysis 
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session, which earns around 12,000. 


Incidentally, Kamal D. Shah, one of 


NephroPlus's three founders, has been 
on dialvsis since July 1997. 

since it is 20 to 25 per cent cheaper 
to set up outpatient clinics, adds Fortis's 
Bali, the services are more focussed and 
allordable for patients. And it is also 
possible to turn profitable sooner. "In à 
day-care format, it takes one fourth or 
one fifth the time it takes a full-fledged 
hospital to break even," says Dr A.M. 
Arun, Chairman and Managing 
Director of Vasan Eye Care Hospital. 

Vasan. set up in 2002, has a net- 


5.000 diabetologists. And only around 
1 50 cardiologists are trained in the 
country each year, according to Dr 
Devi Prasad Shetty, Founder and 
Chairman of Narayana Hrudayalaya 
Group of Hospitals. The requirement is 
ten times those numbers. 

Dr V. Mohan, Chairman and Chief 
Diabetologist of Dr Mohan's Diabetes 
Specialities Centre, says the shortage of 
talent is the reason he has not been 
able to scale up. The diabetologist has 
40 vears of experience in this field and 
opened his first diabetes centre in 
1991. Now, two decades on, he has 
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Kidney specialists: (standing, from left) NephroPlus founders 
Vikram Vuppala, Kamal D. Shah and Sandeep Gudibanda 


work of 100 eye care hospitals. Since 
December 2009, it has opened 18 
dental clinics. Arun now wants to do 
the same in other specialities and is 
looking to set up day-care clinics for 
infertility, urology, skin care, orthopae- 
dics and gastroenterology. Most of 
these, he says, will cater to ailments 
arising from the sedentary lifestyle, 
changing dietary habits and increased 
stress levels of many Indians today. 
The only issue that could hinder 
this segment's growth is the shortage 
of talent. Industry estimates indicate 
that India has only around 1.000 ne- 
phrologists (kidney specialists) and 


only 1 1 such centres. 

Investors appear to be quite posi- 
tive about the day-care model. For in- 
stance, venture capital (VC) firm 
Sequoia Capital has invested in Vasan 
Eye Care Hospitals. In December 201 1. 
Bessemer Venture Partners, another 
VC firm, invested in NephroPlus, which 
plans to open 100 new dialvsis centres 
by 2015. Considering that each centre 
could cost around 11 crore, that is a 
1100 crore investment commitment 
- quite a coup for a dialysis outfit that 
is barely two vears old. € 


Send your comments to editor.bt@intoday.com 
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Industry stalwarts will discuss the business of luxury at the 
Mint Luxury Conference. 


Conference theme: Luxury in India - At the tipping point 


Speakers: 


Diane von Fürstenberg, Fashion Desinger, DVF : Gianluca Brozzetti, CEO, Roberto Cavalli 
hristian Louboutin, Designer, Louboutin Michael Ward, MD, Harrods 
Paolo Zegna, Chairman, Ermenegildo Zegna And many more 


For details, call «91 9819551066 or email at luxury.conference@livemint.com 


+ * - 
Presenting sponsor A Lj cd i Partners 
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Hospitality partner 
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Taj Lands End, Mumbai, 23-24 Marci 





HONOURING 


THE WEALTH OF EXCELLENCE 
IN FINANCIAL MANAGEMENT 
AND LEADERSHIP 



















ae The Business Today Best CFO Awards, presented by YES BANK, | 

~~ honour financial leaders for their valuable contribution to the growth and success _ 

of the company. Their achievements not only showcase excellence in financial 
management but demonstrate the calibre of leaders in Indian business. 





Come and discover the best minds in financial management. 





Wednesday, April 11, 2012 * ITC Maurya, New Delhi 
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Karnataka-based farmers’ cooperative 
Nandini is replicating Amul's success. 
By K.R. BALASUBRAMANYAM 


e live only off the money earned 

from our cows," says B.N. 

Kodandaram. a farmer in 

Bhandarahalli village in 

Karnataka's Kolar district. 

“They are our primary source of income." Back in 

1978. this son of a farm labourer had only one cow. 

which vielded five litres of milk a day. But because 

he was able to sell the milk at a remunerative price. 

he has prospered. Today, he owns five cows, which 

produce 55 litres of milk daily. Over the years, with 

the income from dairving. he has been able to 

get four sisters married, build his own house 
and buy 10 acres of farmland. 

Where has he been selling his milk all 

these years? The buyer is the cooperative soci- 











Nandini's popular 
Crazy Cone ice cream 
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ety of milk producers in his village, of which he too 
is a member and also the current president. The 
society gets around 550 litres of milk dailv from its 
63 members and pays a handsome price of 120.4) 
a litre. The village-level society is one of 1.620 in the 
district, which are all linked to the Kolar- 
Chikkaballapur Cooperative Milk Union, which is 
affiliated to Karnataka Cooperative Milk Producers 
Federation (known as KMF in short) — the apex co 
operative body behind the Nandini brand. 

In a pattern similar to that of Amul in Gujarat 
— indeed Nandini is the second largest milk brand in 
India after Amul — around 1 3,000 village-level co- 
operative societies across the state sell their milk 
daily to 1 3 district-level unions headed by the KMF. 
Kolar-Chikkaballapur produces 720,000 litres ol 
milk daily, which is about 600,000 litres more than 
it needs. It is the sale of this surplus milk to other 
districts and the KMF that keeps this drought-prone 
region going. "Milk is the only source ol 
income for most homes in our water-starved dis 
trict,” says Kadenahalli Nagaraj, a director on the 
board of Kolar milk union. "While the water table 
has been falling, milk production is rising." There is 
a concerted drive in the state to increase milk pro 
curement, responding to which Kolar too has itsell 
a target of one million litres by 201 3. "Our aim is to 
beat Amul in milk procurement," savs 
G. Somashekara Reddy, Chairman, KMF. 

With an average procurement figure ol 
4.44 million litres a day — there are seasonal varia 
tions — Karnataka is still way behind Gujarat which. 
in peak season, procures 1 2.45 million litres from 
3.4 million farmers a day. But Karnataka's procure- 
ment volume has been steadily rising, up from 
2.5 million litres a decade ago. With 2.1 million 
dairy farmers supplving milk daily, and projected 
revenues of over 36,000 crore in 201 1/12. it is well 
poised to challenge Amul, which had a turnover ol 
19.774 crore during 2010/11. "There are milk of- 
ferings from other players, but the reach and brand 
value of Nandini is very strong,” says brand consult 
ant Harish Bijoor."People commit to this brand 
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Diversity: Nandini 
has a wide array of 
products, including 
packaged cottage 
cheese and 
matka kulf! 
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andini's Pure Ghee. 
andini produces 1,200 


nnes of ghee a month 





MISEN Dairy 





G. Somashekhara Reddy, Chairman, KMF 


“Of every rupee the consumer 
pays for our milk, 87 paise 
go to the farmers" 









because it is a product from a unique cooperative 
effort, so the quality is maintained and the price 
regulated." 

Among those won over by Nandini is the re- 
tail coffee chain, Café Coffee Day (CCD). which 
sources all its milk requirements in Karnataka 
and the cities of Chennai and Hyderabad from 
KMF. "We switched permanently to Nandini 20 
months ago because its quality is consistent and 
reliable," says Ramachandra Raman, Head, Food 
and Beverages, CCD. Rivals such as Heritage. 
Arokya and Dodla vie with Nandini in its home 
market, but the KMF brand continues to com- 
mand about 80 per cent market share, according 
to independent estimates. 

The procurement and retail price of milk 
are regulated by the government. Karnataka 
pays its dairy farmers the best among all 
states. "Eighty-seven paise out of every 
rupee the consumer pays for milk go 
to farmers,” says Reddy. The district 
unions retain just 32.28 per litre of 
milk sold, the lowest in India. followed 
by Kerala, which keeps back 
14.36 and Tamil Nadu, which 
has a margin of 16.28. In con- 
trast, Gujarat retains the second 
highest margin of 18.26 after 
Mumbai at 110.50. 

Since the cooperatives pro- 
cure much more milk than 
Karnataka requires, KMF also 
supplies milk to neighbouring 
states and has diversified into 
milk products as well. "We sell 


*Depending on the cow breed 
**@20 litres per day for each cow 


Monthly 
income per cow 


:3,000* 











Karnataka pays milk producers 
handsomely, retaining the lowest 
profit margin among states 


Farmer First 


What What Seller's 


Producers Consumers Margin 





get (X) pay(Q (9o) 


Mumbai 18.50 29 57 
Gujarat 18.74 et 44 
Andhra Pradesh 19 27 42 
Tamil Nadu 20.72 27 30 
Kerala 23.64 28 18.5 
Karnataka 21.72 24 10.5 
*Per litre Source: NDDB/ KMF 


320.000 litres of bulk milk a day to Kerala (sold 
under the brand Milma," says KMF Director, 
Marketing, D. Srinath. "We also supply to Andhra 
Pradesh and Maharashtra during their lean sea- 
son." The KMF manufactures a vast array of milk 
products from ice creams to processed cheese, 
from chocolates to ghee. On January 29, it 
launched additional 59 products, including ver- 
micelli payasam instant mix and coconut burfi. 
The most lucrative of them all is ghee. "We 
earn the highest margin of 30 per cent on ghee, 
followed by 22 per cent on ice cream and 18 to 20 
per cent on sweets," Srinath says. A major 
ghee buyer is the Tirupati temple, 
which picks up about 100 tonnes of 
the 1,200 tonnes that Nandini 
Ü manufactures each month. 
, Innovations are a constant 
feature. On January 23, Nandini 
launched toned milk in 100-ml tetra 
packs, the milk so treated that it does not 
need refrigeration and lasts around 
day 12 weeks. "This is a first anywhere 
in the world," says Kandarp 
Singh, Tetra Pak MD for South 
Asia Markets. "The new format 
will help us reach even the most 
remote areas of the southern 
states," says Reddy. Nandini's 
success has it aiming for much 
more. It next plans to sell cashew 
burfi, badam burfi and dry fruit 
burfi in the US. @ 


Send your comments to 
editor.bt@intoday.com 


Adverlsement 


Ernst & Young's Entrepreneurs' Workshop 


Growing Beyond: Lessons on creating high performance by putting the customer at the 
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As part of the Ernst & Young Entrepreneur Of the Year 2011 program, Hamish Taylor, internationa! expe 


management, facilitated an Entrepreneurs' Workshop on Growing Beyond: Lessons on creating high perf 
putting the customer at the core. The session was moderated by Shereen Bhan for a special telecast on CNB 


"It is not just about data or the numbers, it's not about just understanding what your customers want but it is alsi 
getting your customers to want what you can offer by creating a new product, a new capital." — Steve Jobs 


Today, the increasing variation in customer requirements and 
volatility in markets requires businesses to not just deliver, 

but also surpass customer expectations. The Entrepreneurs! 
Workshop reinforced the outcome of Growing Beyond: How 
high-performers are competing for growth in difficult times, 
Ernst & Young's latest global survey. The study, based on a 
(survey of over 900 respondents, identified "customer reach" as 
a key strategic driver for growth. 


Analjit Singh, Founder & Chairman, Max India Group, said, 

"We grew up in a protected environment, but are now in a 
liberalized era. Competition has intensified and hence the focus 
on execution, numbers and soft insights." He cites the case of 
non-performing assets, which were rolled on earlier, but now act 
as a key differentiator between success and failure. "Strategy is 
not just about creating a theme once and then implementing it. 
Today, strategy has to be malleable and boundary-less," he said. 


Soft insights are key 


Hamish Taylor's emphasis on "soft insights" resonated with the 
audience. According to Deep Kalra, Founder & CEO, MakeMyTrip 
(India), "Soft insights are about being out there with the 
customer and not in closed cabins". He adds, "For the first five 
wears, we focused on a niche market, but now after seven years 
of learning the insights of the consumer, we realize the myths 
about Indian online customers. One such myth was that Indians 
are wary of online transactions, this was proved wrong because 
we now have insightful research to prove that online is not the 
only medium but so is mobile and the tablet." 
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Dr. Mukesh Batra, Chairman and Manaair 
Positive Health Care, noted “Taking ‘ 
proposition, we formulated a shampoo wit! 
communicated that it is not harsh 
our customers." 
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The key to winning the customers’ t | 
Said Dr. B S Ajai Kumar, Founder & Chairmar 
Enterprises, “In the healthcare sect rc 
patients or their families, who are normal 

a traumatic experience. The organizatio! 
customers in different ways, including e: 
transparency in the billing structure 


Another aspect of the discussion wa 

this dilute focus and the core offering 
should keep the focus intact, such that the i 
distort the core offering. Taking the exampl 
cost airline having a club class with a flat be 
it from others is that it provides the 

all the others. 


Businesses in India have recognized that it | 
just pricing or low cost arbitrage to get the « 
landscape. Hamish wrapped up the proceed 
"Softer insights come from really breathing ! 
when implemented, harden business toward 







InterGlobe Enterprises 
Entrepreneur Of The Year 


“Everyone thought we were out of our 
mind when we placed the order for 100 : 

Airbus A-320s. But when we:saw how 

under-served Indian market is, we felt 

EE if someone could put in place credible 

operations, it should work.” 
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The Finalists of the Ernst & Young Entrépreneur Of The Year 2011 India raise a toast to entrepreneurship; Left to righ 
Kamal Sharma, Anaijit Singh, Rahul Bhatia, Shri Anand Sharma, Deepak Parekh, Dr. Anand Burman 





Winners 2011 
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_ Analjit Singh Dr. Anand Burman Vivek Chaand Sehgal Deep Kalra 
_ Max India Group Dabur India Samvardhana Motherson Group MakeMyTrip (india) 
Entrepreneur Of The Year Entrepreneur Of The Year Entrepreneur Of The Year Entrepreneur Of The Year 
Services Consumer Products Manufacturing Business Transformation 
“My inner calling was to touch “There were times | did not like "Nothing is possible if you don't "Work hard, have fun, create 
the lives of people. People some products, but on being told by«- have a team. And if you trust history. But 2 out of 3 is not 
should just say 'We trusted this the team that consumer fests have them; then don't worry about it, an option for us.” 
company. Yeh company sahi hai'. | shown the products were liked,./ ' don't 'manage’.” 
That's the only legacy ! want.” would give the go-ahead and the 
products would succeed. ” 


Dr. Desh Bandhu Gupta o N Chandrasekaran . _ . Dr. B S Ajaikumar 

i Lupin * | Teta Consultancy Services Healthcare Global Enterprises 
Entrepréneur Of The Year Entrepreneur Of The Year Entrepreneur Of The Year 
Life Sciences & Healthcare ‘Manager Start-up 
"When we started, the vision in "We use the power of a large company but "Cancer is perceived as a debilitating 
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2011 India 








Chief Geest, Shri Anand Sharma, Honourable Union Minister for Commerce, Industry and Textiles 
——Á a1 234 an inspiring speech on the spirit of entrepreneurship 
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r. Anand Burman (Dabur India) and Gaurav R CBargàva (Maruti Si , Jury Chaift man, 


rman (Elephant Capital) with Jury Member "We recognized innovation, jong-term groWth, vision 
bunil Kant Munjal (Hero Corporate Service) did commitment topidelthe ups and downs. 


A | Entrepr en 


Rajiv Memani, Country Managing Partner, 
ErnsL.&. Young India, adresses the guests 


’ ^ 
` ga 
: f E 
Hanna, the f Shashi Kiran Shetty (All Cargo Global Logistics) : 
'er of Ce B with Jay Nibbe, EMEIA Markets Leader, Ernst & Youn i ' 
er of C remonies E y E ea g y^ Jury Member Saniay 
Nayar (KKR India 


Ranjit ShahanidNovartis) with Jury — 


Member G V Prasad (Dr. Re@tiy’s Labs) 


BE o 
Farokh Balsara, EOY Program Leader, 
Ernst & Young India with R Sridhar 
(Shriram Transport Finance Company) 


carpet welcome at the starry 
ilkway to the seaside lawns 


Visit www.ey.com/in/eoy to 
view the visionaries of the 


The sit-down dinner at the resplendent seaside lawns at the universe on video. 
Taj Lands End, Mumbai, the venue for the Awards Banquet 


ntrepreneur Of The Year India 
Wall Of Fame 






assion to win, a special weekly series on the 
entrepreneurial journeys of our Winners will be 
telecast on CNBC-TV18, starting 31 March at 7 p.m. 





J 


of entrepreneurship 


the seaside lawns of the Taj Lands End in Mumbai, the awards banquet was the perfect occasion to connect 
with the leaders of corporate India, hear the most inspiring entrepreneurial stories, savour a few brief 
moments of fine entertainment and above all, raise a toast to the spirit of exceptional entrepreneurship. 


The 2011 program was the thirteenth year of the EOY in India. The 2011 winner, Mr. Rahul Bhatia will 
represent India at the World Entrepreneur Of The Year awards to be held in Monte Carlo on 10 June 2012. 
The awards are held in 140 cities across 50 countries and are truly the world's business awards. 


Deepak Parekh | 
HDFC : 


- Lifetime Achievement Award 


“Itis very satisfying to fund 


millions of people who now have 
their own homes.” 
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Kapil Wadhawan, Manish Khera, Ambiga Dhiraj (w/o Dhiraj Rajaram), Deep Kaira, N Chandrasekaran, Vivek Chaand Sehgal, 





ll Ernst & Young 


Entrepreneur Of The Year 
2011 India 
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ETC, 


Sanjay Nayar Sunil Kant Munjal Chanda Kochhar R. C. Bhargava Dalip Pathak S. Ramadorai G. V. Prasad 
Chief Executive Chairman Managing Director Chairman Managing Vice Chairman Vice Chairman 
Officer Hero Corporate and Chief Maruti Suzuki Director Tata and Chief 

KKR India Service Executive Officer Jury Chairman Warburg Pincus Consultancy Executive Officer 
Advisors ICICI Bank Services Dr. Reddy's Labs 


Every year, an exemplary panel of judges come together to select the finalists and winners from 


many outstanding nominations. It takes the sharpest minds in business, a passion for excellence and 
a vision for the future to select the true visionaries of our universe. 


140 cities, 50 countries, 


| N, J 
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The World Entrepreneur Of The Year is held as a ‘ 
culmination of the global program and is hosted in Monte 
Carlo, one of the most fascinating locations in the world. 

The 2012 WEOY award ceremony is being held on 10 June. 


The world's business award 
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Executive Summary: Within three weeks of its release on YouTube, the Kolaveri Ui 
video garnered 19 million views and was shared by 6.5 million Facebook users. It was 
drawing more than 10,000 tweets daily by the end of its first online week. Having 
garnered over 45 million views so far, it has proved with its success that viral marketing 
works in India too. This case study explores what made Kolaveri the sensation it bettie 
and lists the elements that make up an ideal viral marketing campaign in India. 


By N. MADHAVAN ! 
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CA SE $ STUDY Kolaveri Di... 


t was agony and ecstasy in 
quick succession for leading 
Tamil movie star Dhanush last 
November. He recorded a song 
for the film 3 — a home produc- 
tion, in which he also plays the lead 
role — only to discover soon after that 
a disgruntled employee in his office 
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Potent Mix 


What Kolaveri Di teaches 
about creating successful viral 





YouTube and been downloaded by 
two million people on their mobi 

In the most unlikely way. 
Dhanush's agony thus turned to 
ecstasy. ^ 


epe 





A Tamil movie star until 
then, it brought him a pan-Indi 

reputation. He is much sought afte 
now by corporate houses to endorse 
















had leaked it on YouTube. It put him marketing campaigns their brands. "Doors opened for 
and his wife Aishwarya, director of me," he says. "Kolaveri's success 
the film — she is also the daughter of "stron emot evoke exposed — the world of market- 
the superstar Rajinikanth - in an 3 il — ing and I realised how much I had 
embarrassing position, since Should include humour been missing out on.” 

Dhanush had just sold the film's mu- A letter from Tata Group 
sic rights to Sony Music India. An Should use all means to Chairman Ratan Tata, thanking 


early, unauthorised release of one of 
the songs could ruin the commercial 
prospects of the deal. 

“The song was the rough cut of 
Kolaveri Di. I was terrified,” says 
Dhanush. There was nothing he 
could do to get the song off the site. “I 
realised to my chagrin that some- 
thing leaked on the social media can- 


connect with audiences 


Should have potential for 
parody 


Should use simple language 


Should generate curiosity 








Dhanush for the time spent with 
| him, and seeking to take their busi- 
| ness discussion forward, now 
| adorns Dhanush's ofice wall. The 
film 3, earlier planned only in il 
will now be released in two more 
languages. Hindi and Telugu. 

But successful viral ma: 
campaigns such as Kolaveri do not 








not be controlled," he adds. ^I wanted Should be carefully seeded happen every time. not even for 
to counter it, but how? I was at my through the life cycle 


wits end." He considered releasing a 
CD of the song as a single, but Sony 
Music informed him that this would 
take at least two weeks. 

"Then someone suggested mak- 
ing a video of the song and releasing 
that as well on YouTube as the official 
version," says Shridhar Subra- 
maniam, President, Sony Music Entertainment, India and 
Middle East. "The idea was accepted and we scrambled to 
make the video overnight." This vital decision was to 
make all the difference. Sony Music hired a video camera 
and promptly shot a four minute video of Dhanush sing- 
ing Kolaveri at A.R. Rahman's studio in Chennai. It was 
all done within half an hour and the video uploaded on 
YouTube on November 17 at 12.53 a.m 

What followed is now part of Indian music and viral 
marketing history. As if by magic, the song became a rage, 
effortlessly transcending language barriers — the first 
Tamil song, albeit with a smattering of English. to do so. 
In the first four days. the video had four million views, 
swelling to 19 million in three weeks. On Facebook 6.5 
million users have shared it, while 40 radio stations have 
played it across the world. At last count in February-end, 
the video had registered over 46.5 millions views on 





Should use multiple channels 


Should avoid blatantly selling 
the product 


Dhanush. His next song on video, 





Sachin Tendulkar, Sachin Anther:. 
uploaded. like Kalaveri. on 
YouTube, has garnered oniy 4.5 
million views in three week 
— “Every kind of content has t 















tentíal to go viral when the con 
sumer becomes the marketing 





channel," says Prashanth Challapalli, Business iin 
Jack in the Box Worldwide ~ the agency which de 
Kolaveri's viral strategy. "But no one knows which par- 
ticular one will go viral. All we can do is to create content 
that has the potential to do so. 

What are the elements that go into this kind of cori 
tent? Something that evokes strong emotion is one. 
Kolaveri did: it is the song of a jilted lover pouring « 
anguish. "Emotions, especially unhappy ones, have à 
strong viral stimulus," says Jayaram K. Iyer, who teaches 
social media marketing and branding at Lovola institute 
of Business Administration (LIBA). Chennai. "5o do nar- 


















ratives of an underdog beating the establishment. 
were present in Kolaveri.” The experience of havi 
in love is also almost universal. But to counter the 
sadness, the song also had humour. Humour is key te 
viral success — outstandinglv successful videos on 
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he idea behind advertising communication on any 

medium is to create impact, enable brand recall, 
establish a consumer connect and elicit consumer 
response. Whatever the medium, the content has to be 
such. The Tv commercials that get everyone talking, are 
they not ‘viral’? Anything can go viral, even an e-mailer. 
The idea is the key. Virals are not born, they are made. 


The idea has to grab you. One of our very successful virals 


has been Adultdost for Tata Sky — an e-mailer. 

The three main qualities needed to go viral are: 
1. The Content: The idea and the execution are critical. 
At times, something unexpected too has the potential to 
spread. Kolaveri, incidentally, was one such piece of 
content, completely unexpected but it still connected. 
2. The Impetus: It is provided either via advertising or 
by piggybacking on a popular social media person's feed. 
This need not be a celebrity but any "popular" social 
media individual whose views are followed by many. 
Such people introduce the content to a larger audience. 
The result is an accelerated start of a spread. That is the 
power of digital media. 
3. The Participation: Consumer participation is what 
makes content stay fresh. Consumers create their own 
versions, upload and share. You must have seen Kolaveri 
versions getting uploaded. Recently someone tweeted 
after India's cricket victory, "Hey Malinga — Why this 
Kolaveri Di”. So, the word Kolaveri will keep getting used, 
that's how the content gets refurbished and stays fresh. 
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"Consumer 
participation makes 
content stay fresh. 
Consumers create their 
own versions, upload 


and share” 


KRISHNA KUMAR 
CEO, Media2Win 





The campaign was carefully designed 
to avoid sounding like a sales pitch. 
Some radio and TV channels got 
exclusive rights to use the song for 
two days. Noting the interest, news 
channels began discussing Kolaveri 


YouTube like ‘Charlie Bit My Finger’ or 
‘David at the Dentist’ have plenty of it. 

The other aspect is to arouse curiosity, 
“It is critical to be intriguing. People 
should wonder what the campaign is all 
about,” adds lyer. Both Sony Music and 
Jack in the Box Worldwide invested in- 
trigue into the process. "Non-Tamil speak- 
ers would not know what Kolaveri meant. 
Neither Dhanush nor any of us explained 
its meaning either." says Sony's 
Subramaniam. "It was a conscious strat- 
egy to evoke people's curiosity and get a 
conversation going." In the first few days 
after Kolaveri's release, a good deal of chat- 
ter focused on what on earth the word 
meant. Around 12 per cent of all conver- 
sation on Twitter about Kolaveri was 
confined to this particular point. 

"The biggest myth is that viral 
marketing campaigns make themselves,” 
says lyer. “Campaigns have to be 
orchestrated." And indeed, once the 
official version was uploaded, Kolaveri was 
carefully managed at every stage. Sony 
Music began by putting a link to the video 
on its Facebook page. which has a million 
followers. Next, it began releasing tweets 
about the video, creating the 
#whythiskolaveri account on Twitter. 

There were 179 tweets on the first 
day, which rose by 200 per cent daily, to 
peak at 14,907 tweets on November 24. 
"For people to share the video, thev had to 


j| 











first see it,” says Subramaniam. “We put E ^ : de qe — 
the YouTube link in all our tweets. We TI IE A PPEAI , ( DE | M PI 'R | HC l {i )N 
were confident that once a person sees the 
video, he would share it for sure." 





From the virtual world, the song was olaveri Di has broken most records of being the most 
also shared with the real one towards the watched, most talked about and most viral of all mu- 
end of the first week, with radio stations sic videos. Was this an accidental mega-hit or was it the 


and television channels being allowed to 
air it. FM station Radio Mirchi and MTV got 
exclusive rights to use the song for two 
days. Noting the stir in the entertainment 


result of a well-orchestrated ‘strategy’? The debate 
between the influence of the invisible hand of Providence 
and the visible hand of real people increases the potency 


space, news channels began discussing ofthe Kolaveri viral. 

Kolaveri, further fuelling its popularity. For a song, a video or a story to be successful, three 
Those who were drawn in and tweeted elements need to be aligned — message, messenger and 

about it included mega star Amitabh media. The mark of a message that has potential to fire a 


Bachchan and leading industrialist Anand 
Mahindra. There were also critics, but the 
attacks only reinforced its now iconic sta- 
tus. "Kolaveri-D. Everyone is praising the 
robes, but the emperor is naked," tweeted 


viral phenomenon is its quality of being ‘earthy , sponta- 
neous’, and ‘identifiable with the messenger’. A message 
needs to be worth talking about — it should contain some 
comedy, some pathos, and some hope at the end. Had 


lyricist Javed Akhtar. "Getting celebrities Kolaveri been punched and clipped to make it clinically 
and influential people to seed the cam- precise, the song would have been robbed of its natura! 
paign through Twitter or Facebook pages blemishes. Lack of precision and imperfections are natural 
is key,” says Iyer, the LIBA professor. and the masses identify with stories that exhibit them. 


The success even saw parodies, says 
Challapalli. By the time Union Agriculture 


leaving some room for imagination, self-projection and 
empathy. A lesson for viral marketing from the Kolaveri 
phenomenon is the unpredictability of the traction that 
messages acquire. The greatest utility of social network- 
ing is to use the technological possibilities as a vehicle to 
spread brand messages through community connections. 

Viral messages spread very rapidly. Brands, on the 
contrary, need stories and messages to stay afloat in the 
social network for a longer duration. And that is where 
marketers' infatuation with social media networks ends 
and a durable romance starts. 


"Had Kolaveri been 


punched and clipped 
to make it precise, 

, .. the song would have 
By the time minister Sharad been robbed of 


Pawar was publicly slapped by its natural 


a young man on November 24, — 
Kolaveris meaning had become emisnes 
known and promptly many ABRAHAM KOSHY 


Professor of Marketing, 


riposted: ‘Why this kolaveri?’ — 
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CASE STUDY Kolaveri Di... 











Minister Sharad Pawar was publicly 
slapped by a young man on 
November 24, Kolaveri's meaning 
~ ‘extreme frustration’ or ‘murder- 
ous rage’ ~ had become sufficiently 
well known, and promptly many 
riposted: ‘Why this kolaveri?' The IT 
industry produced a kolaveri parody 
of its own, while neighbour Pakistan 
created another. Sony Music could have 
invoked copyright and tried to suppress 
the parodies, but it did not. "People began to 
own the song and that helped," says 
Subramaniam. "Scope for co-creation is a critical fac- 
tor for any viral campaign to succeed," adds Challapalli. 
Yet the campaign was also carefully designed to avoid 
sounding like a sales pitch. The film the song figures in, 
for instance, was never mentioned. "Content that sounds 
like a sales pitch fails," says Iyer. "Never use viral market- 
ing as a sales channel. It puts people off instead of getting 
them excited." So in the end the video's success may not 
guarantee a super hit movie. Kolaveri has set the stage for 





— are my a ee on what Raines System should do: 
1. Complement rather than compete: | feel Ramco Systems has now 
found the right segment and strategy, though ! am not sure if it is the 
right market. It still needs to complement SAP and Oracle. For exam- 
ple: it might be obvious that Hyundai. india will be running on SAP 
and/or having Peoplesoft and Siebel systems, but the Ill or 
IV tiers of suppliers, the original equipment manufacturers 
for Hyundai, will need an ERP solution. This holds good even 
. for industries like pharma, retail, FMCG, manufacturing. | see 
alot of potential in those SME organisations which are part 

_ of the supply chain of various large enterprises. 


- Ramo s RODE (Ramco On Demand ERP) application. But | 
... feel Ramco should make it simple and easy to use. End user 
-groups are reluctant to try any new system. The SME sèg- 





t D amco Systems, one of India's lar 
. companies, has been burning ca 
of global aS and €— old bac 
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a good opening but how successful 
the movie will be would depend on 
its content," says Subramaniam. 
Dhanush, naturally, 
thrilled with the unexpected 
windfall. Has he identified the 
office employee who leaked the 
early version of Kolaveri “sa. but 
if I do find him, | will thank him,’ 
he says. 
But for the ea — meri — 


du it tdide- 


Will Kolaveri's success trigger more such vi- 

ral marketing campaigns in — ; lion made 

the video such a hit? Write to us at bteases E 
intoday.com, Your views will be REIS in our o Du 
edition, and the best comment will win 

a Harvard Business Schoo! Pres 

pocket mentor. bids Case studies are at 

www, businesstodag.inci h 













BT receives many responses to its case studies. Below is 
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Small and Middling 





As the economy recovers, so will small-cap and mid- cap stocks. 
lt may be the right time to invest in them. 
By TANVI VARMA 





"t tocks of mid-cap and small- 
cap companies, which bore 
most of the brunt of last 
9.7 years market slowdown. 
book rads foraturnaroundin 2012. 
Between January 2011 and January 
2012, mid-cap and small-cap indices 
slumped 15 per cent and 24 per cent 
respectively. compared to Sensex's 
six per cent fall. While the profit after 
tax (PAT) growth of companies on 
the Nifty and the Sensex was 5.9 per 
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cent and 6.6 per cent respectively, 
in the second quarter of 2011/12, 
mid-caps grew only 3.3 per cent. 
Swapnil Pawar, Chief Invest- 
ment Officer, Karvy Private Wealth, 
says when the going gets tough. 
small-cap and mid-cap companies 
suffer the most, due to their low pric- 
ing power and weak balance sheets. 
Deterioration in their profitability is 
steeper, which is reflected in their 
stock prices. In the last three years, 








when stock markets faced a lot of 
uncertainty starting with the glo- 
bal crisis of 2008, the mid-cap and 
small-cap category underperformed 
the broader market. 

According to a report by Em- 
kay Global Financial Services, 
between the first quarter of 2008/09 
and the second quarter of 2011/12 
— that is. after the 2008 slow- 
down — the average PAT growth of 
companies on the National Stock 


aua 











Exchange Mid Cap Index was 11 per 
cent. In comparison, just before, in 
the period between the third quarter 
of 2006/07 and the fourth quarter 
of 2007/08 it was 14 per cent. (See 
No Pats So Far, pg 105). 

“The two major differences be- 
tween large-caps and mid-caps/ 
small-caps are the impact of interest 
cost and o E on mar- 





| serve Bank of do — in- 
creased interest rates 13 times since 
March 2010 to control inflation. 
This has increased the cost of funds 
for consumers and companies, and 
hit demand. While large companies 
can still access funds at a relatively 
lower cost due to their sheer size, the 
mid-cap and small-cap companies 
cannot. “Second-rung companies 
are seeing extended working capi- 
tal cycles due to pressure from large 
companies and higher debt cost 
which banks find easier to pass on to 
them.” says Shenoy. Further, con- 
sumers stick more with large 
brands unless the price 





diflerence provided by the 
smaller one is significant. "To add 
to it. the fall in operating profit has 
been magnified at the profit level due 
to ballooning interest payments, 
he adds. This becomes a vicious 
cycle with market price to earning 
(P/E), falling. The P/E contraction in 
mid-cap\small-cap stocks is larger 
as investors prefer the relative safety 
of large-caps. 

If we look at specific mid-cap 


and small- 
cap stocks, 
those in real 
estate and in- 
frastructure 


sectors have 
been hit the 
most. The main 
problem has been 
high interest rates. “Is- 
sues of environmental 
clearances and land acquisi- 
tion have added to the problems,” 
says Pawar. Real estate company 
HDIL saw net sales and PAT fall 60 
per cent and 73 per cent in the Sep- 
tember 2011/12 quarter. Its stock 
has fallen 70 per cent in the last 
one year. IVRCL saw flat growth 
in net sales in the same quarter 
while its profit fell from 323 crore to 
18 crore. Similarly, engineering 
company Voltas reported a 60 per 
cent fall in profit. 

A.K. Prabhakar. Senior Vice 
President, Equity Research, at fina- 
ncial services firm 
Anand  Rathi, 
adds capital 












goods, metals, airlines. and 
polvfilms to the sectors that have 
taken a beating, mainly due to wor- 
ries over corporate governance, ris- 
ing input costs, high debt, falling or- 
ders and execution delays. 

However, some mid-cap and 
small-cap stocks have done well in 
the same quarter. These include 
stocks of a number of information 














echnology companies 
Mindtree, — posted an ad 
profit growth of 135 per ce: 
lowed by Tech Mahindra, 
expanded profit by 59 ner 
cording to a report by Emkay 
Pharmaceutical stocks 
as IPCA Labs and ]ubilant 
ences showed adj usted | 
of 61 per cent and 5 
— ely, compared it 
-awar says if the sector Ma 
fast overall, some mid-c 
nies in the sector may y gro 
well. This explains the str 
formance of mid-rung f° | | 
— which have her ps ko m rupee 
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depreciation 
H pharmaceutical firms. Experts 
say the biggest driver of : 
ket returns in the mid-ca ap 
how quickly a company c 
up and become a signifi ilicant I 
T Toat is T it is poc | to pkk- 
1 








rollo a secto d died. 
Data suggests that 
markets bounce back. mid-cap 
small-cap indices rise faster 
the overall market. This 
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Three mid-cap/small-cap companies whose stock movement is worth watching 
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SUGGESTED BY: KARVY PRIVATE WEALTH 


when the markets gained strength 
between December 2008 and De- 
cember 2010. During the period. 
the Sensex went up by 113 per cent, 
while BSE mid-cap and small-cap in- 
dices rose 141 per cent and 163 per 
cent, respectively. 

Pawar of Karvy Private Wealth 
says once the economy normalises, 
mid-cap and small-cap stocks will 
again start delivering better returns 
than the large-caps. 

Experts feel investors should put 
their faith in companies that are as- 
piring leaders in their fields. Pawar 
adds that companies in the non- 
banking finance company space, 
health care and engineering sectors 
look attractive at current val- 
uations. Further, investors 
need to look at the quality 
and stability of a company's 
cash flows. "Positive operat- 
ing cash flows and cumula- 
tive free cash flows over the 
last few years are important 
indicators of a strong busi- 
ness model," says Shenoy of 
Motilal Oswal Securities. 

The dividend record of 
companies should also be 
looked at — they point to the 
management's willingness 
to reward shareholders. Fur- 
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ther. there are quantitative param- 
eters that affect the performance of 
a stock. Prabhakar says investors 
should go for a low debt ratio (See 
Buying Tips, pg 103), a high inter- 
est coverage ratio, a high return on 
equity. and also see if the company 
has any liabilities in the form of for- 
eign currency convertible bonds. 
Besides, the quality of the manage- 
ment, governance standards and 
how investor-friendly the company 
is also matters, he adds. 

Mid-cap and small-cap compa- 
nies can be future leaders, so inves- 
tors should be patient with their 
investments. Over the next two to 
three quarters, slowing top-line 


companies has been the lowest 
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growth and less-than-expected cas- 
ing of commodity prices could con- 
tinue to keep margins and earnings 
under pressure. Shenoy says mid- 
cap and small-cap stocks are like 
wine and give the best results when 
owned for long periods. 

However, business fundamen- 
tals can change any time. Invest 
have to be nimble-footed and ready 
to cut losses if estimates go haywire. 
"Entry during panic adds te the re- 
turns from equities and this is more 
true for mid-caps and smail-caps.” 
says Shenoy. 

If you have the expertise and 
time to track these stocks, vou can 
invest directly. If vou want to pas- 

sively partake in the growth 
of these companies, you can 
invest in an exchange-trad- 
ed fund or an index fund, like 
the one offered by Motilal 
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small-cap funds offered by 
mutual fund houses. Choose 
a fund with a good pedigree 
and record. 

Courtesy: Money Today 
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The recently held 'NEC presents Business 
Today Management Forum' at The Grand, 
Vasant Kunj saw a lot of eminent 
industry leaders come together to share 
insights on 'Unified Communications to 
enhance your business' 


he idea of Unified Communications is a pretty novel concept and 
it has not really taken the Indian market by a storm yet because 
of the lack of awareness about it and also the technological 
infrastructure in India being not at par with her global 
counterparts. The evening saw noted professionals like Ravinder 
Raina (NEC India), Yoshi Miyamoto (NEC Corporation) and Jaideep Ghosh (KPMG) 
deliver lucid presentations on familiarizing the idea of Unified Communications to 
the audience as well as running the audience through the benefits that can be 
availed by incorporating a Unified Communications system into a business set 
up in terms of it being cost effective as well as environment friendly. 
Before getting into the technicalities of what was discussed and dissected at the 
do, a quick heads of what Unified Communications really means would be 
appropriate. In this era, technology has scaled unimaginable heights and having 
the world inside of your fist is actually no longer just a figure of speech. So how 
is this actually possible? Unified Communications is a set of products that 
provides a consistent unified user interface and user experience across multiple 
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devices and media types. For example: with the advent of Unified 
Communications, an entrepreneur can be connected to his workplace, 

anytime and anywhere with the help of an UC service provider. It is no longer 
necessary for a business meeting to be held in person thereby saving the 
entrepreneur of time and money. He can now mail, message, video conference, 
chat and a host of other things through his tablet or smart phone plainly 

by having UC software installed. 

Moving on to NEC India Private Limited, the organisation that came together 
with Business Today in order to promote this event- NEC India Private Limited is 
the India wing of NEC corporation which was established in the year 1899 and 
is presently at a fortune of 36.5 billion USD. The organisation is a pioneer of 
Unified Communications with many feathers in their hat including being ranked 
185 among the Fortune 500 enterprises, ranked 3° worldwide in enterprise 
telephony sales, owning more than 48,000 patents etc. NEC aims to be a 
leading global company leveraging the power of innovation to realize an 
information society friendly to humans and the earth by introducing structural 
reforms in information exchange across all sectors. 

The evening started with Business Today Special Projects editor Alokesh 
Bhattacharyya briefly introducing the theme of the evening along with a brief 
introduction of the presenters. The first presenter of the evening was Ravinder 
Raina- the country head- PNS for NEC limited. His presentation gave a brief 
overview of NEC corporations and its super specialized services. The various 
sectors in India where NEC has made its mark namely Hospitality, Healthcare, 
Education, Government, Telecommunication etc. To make the presentation come 
alive, the audience was shown a case study of effective Unified Communication 
being implemented in a hotel and how it works towards a cost effective, fast 
and environment friendly solution for the hotel and its guests. 

Following a great insight into the workings of NEC India Private Limited, the 
audience had the great opportunity of witnessing the presentation by Yoshi 
Miyamoto who explained the nitty gritties of Unified Communications including 
interesting tid-bits like how the amount of text messages sent every hour 
exceeds the population of our planet et al. He shared an interesting prediction 
for Unified Communications for the year 2012 which is as follows : 


IMIAIL 


When everything from your car to your fridge can now be connected to a 

mobile network, you can be sure that in 2012 carriers will be looking 

to capitalize on this hot mobility trend where devices "talk" without 

human intervention. 

And in machine-to-machine communications there are real opportunities for 
VARS within vertical markets, for example in healthcare, distribution, and 
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manufacturing. 
2012: THE YEAR OF ENTERPRISE MOBILITY 
= The desktop computer is already taking a backseat to devices that give 
workers Seamless access from anywhere, anytime, and that trend will 
continue into 2012 and beyond. In fact, Gartner predicts that by 2015, 
Smartphones and tablets will outnumber PCs 4 to 1 
= With the release of the iPad 3 predicted in early 2012, along with some other 
worthy rivals like the Kindle Fire and Microsoft's anticipated OS platform 
Windows 8, tablets will certainly continue to shape how we do business. 
MOBILE MARRIES CLOUD 
= The cloud will go more mobile in 2012. The mobile cloud started to truly 
take shape in 2011, but 2012 will be the year that mobile cloud services 
dominate. Driven by access to apps from anywhere via Smartphones, 
tablets, notebooks or any type of device and the growing "bring your own 
device (BYOD)" trend, the marriage between mobility and the cloud shows 
no sign of slowing. 
After these two presentations gave valuable insights to the positive changes that 
Unified Communications can bring and how the world is steadily embracing it; it 
was time for an analyst's take on how Unified Communications has actually 
changed the framework of business around the world and particularly in India 
The audience was enthralled to see Jaideep Ghosh, Partner at KPMG India 
elucidate on important points like : Vendor & User Landscape, Purchasing 
Unified Communications, Deployment Integration & Adoption of Unified 
Communications, Achieving Optimal Productivity and the future ahead with UC. 
After a thorough insight into Unified Communications, the panel was open for 
discussion. The panel was moderated by Alokesh Bhattacharyya- Special 
Projects editor, Business Today and had eminent personalities like Sudhir Narang 
(M.D. British Telecom, India), Rajesh Janey (President, India and SAARC, EMC 
Corporation), Katyayan Gupta (Analyst), Krishna Basudevan (Head- Products 
and Alliances, Aircel Business Solutions) and Jaideep Ghosh (Partner, KPMG) 
The panel was open to discussion about the usability and future of Unified 
communications as the speakers introduced themselves. The panel started with 
a discussion on return on investment or ROI as Sudhir Narang pointed out saying 
"forty percent of the CEOs report to CFOs so a decision for IT cannot be passed 
without consent from the CFO and therefore knowing the status of new software 
or technology etc helps in ROI. The CFOs are stringent about the kind of 
technology that is used in an organisation." Adding to the same thought Rajesh 


Janey pointed out how we have always been using Unified Communication right 
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from the days of the good old landline, he says “Unified Communication has 
always had an existing consumer base, even something as simple as sending 
an email or sharing a picture on facebook is an example of Unified 
Communication, today your presence can be sensed on a screen with a green 
dot next to your name". The panel discussion simplified UC for the audience 
even further and a joke that says a green dot on a food packing means the 
packet is online for children of today really simplified the basic understanding 
of Unified Communications for many of the audience who were unfamiliar with 
the concept. This was followed by a Q and A session where audiences asked 
the speakers about the various promises and doubts about this all new 
breakthrough in corporate information exchange. The house then broke 

for a sumptuous dinner and what concluded was a very insightful evening 
into what is probably the latest trend in terms of corporate information 
exchange the world over. 
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Pet Puja 


The pet care industry is booming with owners willing to indulge 
their dogs no end, says Manasi Mithel 









Ready for the show: A Shih 
Tzu with a perfect hairdo 
gets ready for a dog show 


served them choice canine deli- 

cacies — from dried buffalo 

pizzles (an archaic term for 

penis) to smoked and bleached 

bones — and a great time was 
had by all. 

It is not just birthday 

parties and regular visits 

to beauty salons. With 

owners willing to 


ritney, the poodle. 
had a lavish birth- 
day party when 
she turned two a 
few months ago. 
All her friends arrived at the 
swank Delhi venue where it 
was held, looking their best, 
many having spent the after- 
noon at pet beauty salons. 


There was Venus, the Bed- ¥ splurge, pets in 
lington terrier, Ace, the white India — predomi- 
poodle, both with their hair 4 nantly dogs — have 
styled in different ways, and sev- į never had it so 


eral others. Britney's owner good, being clothed 
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in designer outfits, 

or taken on week- 
end trips to pet resorts 
or spas. The pet indus- 
try, as a result, has not 
just stood up on all fours, it is 
bounding ahead. With the seg- 
ment not having been paid much atten- 
tion yet by analysts, estimates of its size 
vary widely. While global research firm 
Euromonitor International puts it at 4 50 
crore and growing by 10 to 15 per cent 
annually, Gaurav Malik, founder of dogs- 
pot.in, a portal professing to meet 'all your 
dog needs', maintains it is much higher, 
around 32,000 crore. "The size of the dog 
food industry alone is around 1800-900 
crore," he says. 

Sanjiv Kumar, who hosted Britney's 
party, was once a banker. His love for 
canines led him to quit HDFC Bank to 
co-found Scoopy Scrubs, a pet grooming 
salon in Delhi, in 2005. Today he has seven 
branches across the city, servicing together 
around 150 dogs daily, earning him 135 to 
40 lakh a year. Kumar's repertoire includes 
dog-exclusive shampoos, brushes, gels and 
powders, whose overall market he estimates 
at 150 to 60 crore. "A dog-shampoo like the 
imported ‘Isle of Dogs’ brand costs 11.600 
for a 250-ml bottle," he says. (In compari- 
son, a same-size bottle of L'Oreal's 
Professionnel Liss Ultime' shampoo costs 
11,100.) Combs and brushes for dogs cost 
between 1100 and 400 each. 

Dog clothing is growing increasingly 
popular, especially for special occasions. "1 
sold 20 sherwanis for dogs during this wed- pecus 








ding season,” says Rashi Sanon Narang, 1. Clean-up act: A toy poodle has its ears 
owner of Heads Up For Tails, a pet acces- cleaned at a pet salon in Delhi 

sory store in Delhi. Visits to canine groom- 2. Beauty treatment: After the ears, the 
ing salons are almost de rigueur too, more toy poodle gets a haircut 

so before special occasions such as birthday 3. Final touches: After a conditionina 
parties or participation in dog shows. These bath and massage, a Pekingese is 

offer a range of services for pets from basic blowdried 
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hygiene grooming to aromatherapy, 
conditioning baths and massages, 
skin conditioning and skin treat- 
ments, the cost varying from 3300 to 


110.000. Hair styling has an array of 


options, such as ‘lion clipping’ — in 
which the dog is shorn of all its fur, 
barring the mane and the tail-end - 
or ‘lamb clipping’, a style fashioned 
especially for poodles. There is no end 
to dog owners’ whimsy. “They some- 
times want their pets to wear nail 
polish to match their clothes,” says 
Yashodhara, pet groomer and 
founder of salon Puzzy Wuzzy in 
Bangalore, 

The latest indulgence for pets is 
exclusive resorts. At Paws Pack in 
Pune, started in 2007, every dog 
booked in gets its own room, com- 


plete with sofa and bed, and plenty of 


space outside to play. There is a large 
swimming pool for those who want 
to take a dip. “We have 95 per cent 
occupancy through the year.” says 
co-founder Tanya Kane. “In the peak 
season bookings have to be made a 
month or two in advance. Some dogs 
have stayed with us for as long as 
four months.” Owners generally 
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leave their dogs in resorts like these 
while they go vacationing, confident 
they will be well looked after. 

The cost of pedigreed dogs varies 
widely, from %5,000 to 75.000 and 
bevond, while winning a dog show 
increases their value manifold. “I 
bought my poodles for 340-45.000 
each, but after winning shows, they 
are now worth around 32-2.5 lakh,” 
says Kumar. Such dogs and their 
offspring are also much in demand 
for stud or mating services, for which 
they are paid between 320,000 to 
150.000. “Preparing their pets to win 
shows is thus an investment for 
many owners," he adds. 

For them and for the industry, 


Where's the 

party tonight: 

An attendant 

at a salon pampers 
a toy poodle; 
(below) A Shih Tzu 
and a toy poodle 
all decked up for 

a party 


many feel more can be done to en- 
courage people to nurture pets. "The 
government should reduce duties on 
imported pet products and encourage 
pet-friendly hotels, malls and parks,” 
says Binoy Sahee, Director, India 
International Pet Trade Fair. But 
even without sops, the industry's fu- 
ture is bright. "The pet market is 
growing and will continue to grow at 
twice the rate of industry as a whole." 
says Malik of dogspot.in. 

With another Budget in the off- 
ing. this is one industry Finance 
Minister Pranab Mukherjee need not 
worry about. € 


Send your comments to editor.bt@intoday.com 
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Mercedes advertisement a 

few years ago said its then 

top-of-the-line S-Class model 
had more computing power than the 
Apollo missions to the moon in the 
1960s and 1970s. By the same logic, 
today's mobile phones have more 
processing power than all the com- 
puters used for the lunar missions 
put together. It is, indeed, remarka- 
ble that all the three astronauts 
who made the first moon landing 
in July 1969 had to guide them was 
the Apollo Guidance Computer, 
which ran at a (now) measly 2.048 
megahertz. 

What you see or experience while 
riding a high-end German sedan 
nowadays is an incredible amount of 
electronics and technology. Any auto 
manufacturer will tell you that the 
most complicated component of a car 
today is not any piece of forged or 
machined metal, but the wiring har- 
ness that connects everything. 

On a BMW X3 sports utility | 
recently drove, the car's central com- 
mand unit synced with my phone 
and not only read my phonebook, 
but also displayed the image of the 
person — stored in the phone — who 
had called me. This feature is not 
specific to a BMW: it is standard in all 
luxury vehicle brands. 

What is fascinating is not just the 
connectivity technology coming 
down the value chain. The German 
companies are making their vehicles 
even more advanced, or outlandish, 
if you prefer. Mercedes-Benz recently 
announced that its new A-Class 
model, which has yet to reach India, 
will be fully integrated with Apple's 
new Siri voice command technology. 

No doubt, voice command is 
nothing new in cars. The new 
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Mahindra Xylo also has one. But Siri 
goes much further. I have not, for 
instance, ever seen Facebook or 
Twitter updates being brought to a 
car's screen with a voice command, 
as Siri is said to do. 

Google is working on something 
even more fascinating. It is taking 
cruise control to another level by 
developing a 'driverless' car. This is 
an outcome of projects it carried out 
for the United States Defence 
Advanced Research Projects Agency 
in 2004/05 and 2007. 

Such cars will rely on features 
such as the maps loaded on them, 
the video cameras installed within 
and without, a Light Detecting and 
Ranging (LIDAR) system on top, radar 
systems in the front and back, and 
super accurate position sensors to 
move all by themselves. They have 
already moved thousands of kilome- 
tres without a human hand at the 
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Cars that Drive Themselves 


It is remarkable how sophisticated vehicles are becoming 
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wheel, and hundreds of thousands 
with minimal human intervention 
Google has succeeded in lobbying the 
state of Nevada, US, to allow drive: 

less cars on public roads. 

Although Google itself will not 
commercially exploit this techno! 
ogy, it does plan to sell it — as well as 
the data created around it - 
motive companies. Indeed, driverless 
cars have the potential to be less 
accident-prone and more fuel 
efficient than those driven b: 
humans. Given the 
speed accidents, frequently due 
drunken driving. in Indian cities, 
road safety experts — rather than call 
computer-controlled cars an abomi 
nation — should welcome them 

At the speed with which technol 
ogy is developing today. a driverless 
car on public roads may soon no 
longer be a futuristic fantasy from a 
1950s movie. € 
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Curse of the Keyboard 





Carpal tunnel syndrome immobilises the wrist, but can be controlled, says Manasi Mithe! 


marketing consult- 

ant with an analyt- 

ics firm, Arpita 
advises fast moving con- 
sumer goods companies on 
where to spend their mar- 
keting money. Most of this 
advice is rendered on mail 
and consultants like Arpita, 
who doesn't want her second 
name used in this story, usu- 
ally spend 14 to 15 hours a 
day at their laptops. But she 
no longer does so. She 
stopped after she developed 
carpal tunnel syndrome, 
often caused by excessive use 
of the computer keyboard or 
mobile phone keypad. The 
ailment strikes the wrists 
and finger joints leaving the 
victim, in extreme cases, 
incapacitated from elbow to 
finger tips. 

The syndrome is caused 
by Repetitive Strain Injury 
(RSI), where ligaments 
around the wrist joint get 
stretched beyond their limit. 
In Arpita's case, the com- 
pression of the median 
nerve, which controls sen- 
sations in the thumb, index 
and middle fingers, caused 
the strain leading to carpal 
tunnel syndrome. The 
median nerve runs from the 
forearm to the palm and is con- 
tained in a tunnel of soft muscles. 
The ailment can also be caused by 
diabetes, thyroid disease, or rheu- 
matoid arthritis. 

Arpita was diagnosed in the win- 
ter of 2010 when she was in 
the United States on a three-month 
assignment. It started with a tin- 
gling sensation in the hands, but 





Handy Tips 
Keeping carpal tunnel syndrome at bay 


Flex your thumbs against some resistance: 
grip and release stress buster balls 


Flex your wrists repeatedly 
Make a fist of your hands repeatedly 
Crumple used paper into balls 
Carry out appropriate yoga exercises 
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soon turned to pain, which later 
grew so intense she was unable to 
even hold her phone. At nights, and 
during cold weather, the pain was at 
its worst. 

Since then Arpita has been 
forced to change her personal and 
work habits to control the problem. 
“Though I love cooking, I stopped it 
altogether,” she says. “For two 
months. I totally stopped typing 


too. Colleagues helped me 
out by typing for me." 

She saw a phvsician 
then a neurologist. and 
underwent several tests 
before her ailment was 
diagnosed. She could have 
undergone surgery of the 
wrist to reduce pressure 
on the median nerve, but 
chose medication and 
regular physiotherapy 
instead. It took her around 
eight to nine months ol 
treatment to fully recover 
But to prevent any recur 
rence she needs to keep exer- 
cising. "You have to con- 
tinue with the advised exer- 
cises. It is not a permanent 
cure," she says. 

"The ailment is debilitat 
ing because of the severe 
pain it causes." 
Dr Vijay D. Shetty 
Orthopaedic and Arthr 
oscopic Surgeon at 
Dr L H Hiranandani 
Hospital in Mumbai. Early 
symptoms include a con 
stant dull ache in the wrists 
tingling sensation there 
and hypothesis — weakness 
or loss of sensation — in that 
region. "Any kind of work 
that requires the use of the 
thumbs is affected," he adds 

Dr Shetty advises RICI 
for Rest, Ice, Compression and 
Elevation - therapy for patients 
which can provide considerable 
relief. "The syndrome is an occupa 
tional hazard of working long 
hours at the keyboard. People really 
need to learn good ergonomics 
of working on their computers 
he adds. @ 
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Lessons in Lobbying 


The book merely provides a snapshot of the functioning of NASSCOM, says Dinesh C. Sharma 


he success of the Indian IT indus- 

try has spurred a great deal of 

interest among governments, 
industry groups, academics and busi- 
ness schools globally. Leading Indian 
software, hardware and design compa- 
nies have become subjects of case stud- 
ies, research papers and, of late, books. 
Industry honchos such as F.C. Kohli, 
Nandan Nilekani, N.R. Narayana 
Murthy and S. Ramadorai too have 
penned books — some reflecting on their 
own firms. others discussing larger is- 
sues. Kiran Karnik's book on NASSCOM 
joins this growing body of literature. 

Perhaps no trade body in recent 
times has contributed so much to the 
growth of an industry as NASSCOM has 
done for IT. Its persuasive ways with 
policymakers and brand building exer- 
cises at national and international 
levels have held other trade bodies in 
awe. Karnik attributes this success to 
its professional, no nonsense approach and to the dictum 
of 'compete but cooperate', the book's running theme. 
An example of this spirit was the decision of top software 
firms not to poach on Satyam's staff after it went bust so 
that it could be revived. 

Though the Indian computer industry has had a long 
history, it was only in the post-liberalisation era that the 
software industry took shape and started flourishing. It 
was an industry founded by first-generation, middle class 
entrepreneurs with no links with big business or indus- 
trial houses. To match this profile and unique needs, the 
nascent industry needed a new kind of association. 
NASSCOM was born to fulfil this very need. Luckily it 
found a new set of policymakers such as N. Vittal in Delhi 
and they struck a chord instantly. The association 
worked with the Department of Electronics and through 
it with other wings of the government on issues ranging 
from tax concessions to telecom reforms. 

After the ‘nice nineties’ came the backlash at home 





The Coalition of 
Competitors 
By Kiran Karnik 
Collins Business 
Pages: 187 Price: 3399 


and overseas, particularly in the US, 
with negative stories and sting opera- 
tions on data leaks appearing in the 
media. The backlash in the West is at- 
tributed to fears of job loss and the pro- 
tectionist bogey, but the book does not 
offer convincing reasons for the back- 
lash in Karnataka other than blaming 
negative stories in the media. Similarly, 
no credible explanation is available on 
why the trade association, which had all 
leading politicians eating out of its hand 
in the late 1990s, failed to have its way 
on key issues such as tax holidays in 
mid-2000s. As regards lobbying in the 
US, the narrative is cursory and does not 
go beyond what is already in the public 
domain. It appears the government also 
gave a ‘small grant’ for funds needed by 
NASSCOM for lobbying in America. 
This is a unique book, solely devoted 
to the functioning of an industry group. 
However, true to NASSCOM style, it has 
been hyped up. The book is subtitled The Story of NASSCOM 
and the IT Industry, but Karnik himself makes it clear that 
it is neither. The idea, he says, was not to write a biography 
of the industry or the association but just to analyse under- 
lying dynamics and role played by the association in the 
industry's growth. While doing so, Karnik has stayed away 
from highlighting the work of individuals like Dewang 
Mehta in the formative years or providing data to sub- 
stantiate various claims made. The temptation to keep the 
narrative easy and flowing makes it sound too simplistic at 
times and too sweeping and impressionistic at others. The 
author refers to prime ministers and chief ministers but 
gives no names or dates. So much so, even names of peo- 
ple interviewed or media articles referred to have not been 
given. At best, the book is recommended for those inter- 
ested in getting a snapshot of the industry on the go. 
The reviewer is author of The Long Revolution: 
The Birth and Growth of India's IT Industry 
(HarperCollins Publishers India, 2009) 





114 BUSINESS TODAY April 1 2012 


Careers 








Net Work Matters 


Employers are keenly tracking the social media space 


he Indian arm of a leading glo- 

bal non-profit professional 

association recently released a 
list ofthe top 20 Indian HR influencers 
on Twitter. "The idea was to give some 
sort of template to tap into the changes 
afoot." says G. Ravindran. CEO of 
Strategic Human Resource 
Management (SHRM) India, which 
undertook the survey for the list. 

A lot can be learnt from the list, 
according to Ravindran, as it draws 
attention to a wide spectrum of 
employer and employee views and 
behaviour. Gautam Ghosh, third on 
the list. is the poster boy of the 
HR space. He is a social media expert 
who represents BraveNewTalent in 
India, which helps organisations create 
talent communities, In 2009. Ghosh 
himself found a job opening. thanks to 
Twitter. "I saw a tweet that 2020 
Social was looking for people. I replied 
and the next thing I knew I was being 
interviewed for the job." 

It is not only Twitter. Kamal 
Karanth, Managing Director of leading 
recruitment agency Kelly Services 
India, says he got an offer within four 
months of putting up his profile on 
LinkedIn in 2009. “I was posted in 
Kuala Lumpur and was heading 
Randstad (Asia Pacific) when I was 
spotted by Kelly for the role in India." 

Kelly Services's own survey last 
year revealed that more than one of 
five job aspirants in India accesses 
social networking sites such as 
LinkedIn, Facebook and Twitter. It 


Known. 


from Monster. com 

















TOP 10 - 
HR INFLUENCERS 
ON TWITTER 


nk Twitter Handle - 
I Kavi 


3 “@VineetNayar_ “India, 7 
GGautamGhosh - Bangalore | 






.Gtnvora 


Ahmedabad 
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As on Feb 28, ‘12 Source: SHRM report 
For the full list, go to businesstoday.in/hrlist 


sought the views of approximately 
97,000 respondents in 30 countries, 
including almost 2,000 in India. 
Many talent firms looking to fill 
senior positions now also bank heav- 
ily on the social networking space. 
"We use LinkedIn a lot as it gives rich 
information and a better view of a 
profile," says Uday Chawla, 
Managing Partner at Transearch 
India, a global search firm for senior 
executives. "It adds to our database, 
and we often get additional informa- 





tion, even for validations.” 

Companies are also leveraging the 
space to build employer branding 
According to Ravi Shankar, 5 
Vi ice — HR, HCL — 
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aired and get the immediate attention 
of all stakeholders,” he says. 
So, for an employee. the | 

tion is: how should he/she 
most of the space: For starters. 
to have an updated profile. 
people do not even update thi k 
profile on Facebook or their picture is 
missing." says Kelly 
Karanth. It also helps to nx your 
tweets eu messages relev ant i to yOu 
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social inedia — of their 
ence can talk to one another, unii 
any other media. "Those handling 
social media need training and must 
not be forced into such engaget 
says BraveNewTalent s Ghosh. 
Ultimately. a company s culture 
becomes its brand on social media. 

"The first step is to cultivate a transpar- 
ent culture internally." 
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Senior Management Jobs brought to you by monster.com 











Novartis Healthcare Private Limited 
Principal Scientist 

Location: Hyderabad 

Job ID: 10903715 

Description: Thorough understanding of 
development activities and processes in a 
specific function. 


Suzlon Energy Limited 

State Financial Controller 

Location: Chennai 

Job ID: 10854131 

Description: Budgeting, MIS reports, 
Pricing & Cost Management, State Level 
Working capital management. 


ABC Consultants Pvt Ltd 

Project Head-Engineering 

Location: Noida 

Job ID: 11107124 

Description: Should have sound experience 
of executing mid-size green field projects. 


ACS, Inc. 

Financial Controller 

Location: Bangalore 

Job ID: 11084845 

Description: Candidate should be a 
Qualified Chartered Accountant with Post 
Qualification of around 12 to 15 Years. 


Job zebra 


* Sapient 


mons tercom 






Datamaties Staffing Services Pvt. Ltd. 
Head - Corp Communications 

Location: Bangalore 

Job ID: 10841199 

Decription: Day to day operations of al 
marketing & communication relatec 
activities for specified verticals. 


Jobzebra 

HR Manager 
Location: Hosur 
Job ID: 11095701 
Description: Involved in complete HR 
activities. 


Sapient 

Senior Manager HR 

Location: Gurgaon 

Job ID: 10978297 

Description: Strong and innovative 
approach to problem solving and finding 
solutions, excellent communicator (written 
and verbal, formal and informal). ~ 


Newell Rubbermaid 

Human Resources Generalist 

Location: Tamil Nadu 

JobID: 11124096 

Description: Provide day-to-day HR 
support include recruitment, manpower 
planning, training, employee relations, 
payroll and C&B. 


To apply for above jobs logon to www.monster.com >> Type the Job ID in the "Search Jobs” box >> And click the "Go" button. 


Find the right candidate with Monster's 3 Layer Quality Check 


Try Monster's enhanced Job Posting today. Its one of 


the many things we do to get you the right 


candidate. 


Call us or email us at sales@monsterindia.com 


Toll free : 1-800-4196666 
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To apply for above 


Monster has over 20000 employers on the look out. Post your resume at monster.com and get the right j 


Transitions Management 
Sales Exec/ Sales Representative 
Location: Rourkela 








| Job ID: 10989074 


Description: Visiting customers, 
generation of queries, handling of tenders, 
making offers etc. 


Goldman Sachs Services Private Limited 


| Marketing Executive 

: E Location: Bangalo re 

Job ID: 11119601 

o Description: The role will cover functions 











necessary in production that span the Core 
Marketing Services ("CMS") and the 
Desktop Publishing ("Creative") team. 


GATI Limited 

Business Development Manager 
Location: Bangalore, Chennai 
Job ID: 11002639 


2 Description: To Generate Top line for the 
z company and contribute in improving the 
/ bottom line, by adding New Quality 
Clients, by managing receivables against 


specified Targets of each team member & 
the OU. 


| Nichepro Consulting Pvt Ltd 
|. Sale s Exec/ Sales Representative 
n Loc ion: Bangalore 


): 11056582 








jobs logon to www.monster.com > 


MBON ENTERPRISES 


| Description: Conducting telephone ; and in 

^ person research within a target market to 

- develop conference agendas and. target 
l delegate. lists. 
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| Decription:. 
create & manage an environment that 


Teradata 

Regional § Sales Manager 
Location: Mumbai 
JobID: 10738231 
his. position. is ; expected tc 








delivers required year on year growtl 
results for sales of Teradata solutions. 


Research In Motion 4 
Market Research - Manager | 
Location: Mumbai 


Job ID: 10867281 


| Description: Degree in Business, Markei 






at or related subjects; 
Master's. or onors- with research 
background will be advantageous. 








Business Developisent Manager 

Location: Kolkata 

Job ID: 11135657 

Description: You have experience at Selling 
Railway tracks or Steel Products o: 
Engineering Goods to Railways. and you 
also look after Exports ofsame. | m 


| NousInfosystems 
| Regional Sales Manager 
NOUS | Location: Mumbai f 
LERROKO WEGE | Job ID: 11106888 EM m 





>> Type the Job ID in the "Search Jobs" box >> And click the "Go" button. 
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The Son Also Shines 


inning 224 seats 
out of 403, the 
Samajwadi Party 
(SP) under AKHILESH YADAV, 
38, has achieved a bigger 
victory in the Uttar Pradesh 
assembly elections than it ever 
did when his father, the venerable Mulayam Singh 


Yadav, was alone in charge. In two decades of 


existence, the SP's previous best was 143 seats in 
the 2002 assembly polls. Though the senior Yadav 
continues to head the party, it is Akhilesh, as its 
state level president, who was the face of the recent 
electoral campaign. 

Akhilesh has already put his own stamp on the 
party. To shed the perception of the SP being a 
party rife with criminals and musclemen, he 
insisted on denying tickets to people like 
D.P. Yadav —a strong candidate from western UP 
- who had criminal records. Instead, many 
professionals, including doctors, engineers and 
former IIM Ahmedabad professor Abhishek 
Mishra, were given tickets. Where earlier SP 
election manifestos had railed against computers, 
the one for the recent poll included, at Akhilesh's 
insistence, a promise to provide free tablets and 
laptops to students who completed Class X and 
Class XII respectively. Last year, Akhilesh also 
commissioned surveys to understand the problems 
of his state, unheard of in the SP earlier. 

"Akhilesh is a very approachable person and 
has the capacity to communicate with different 








people at their own 
levels, from the 
most poor and 
rustic to the most 
sophisticated," savs 
Sunil Singh Yadav, 
National President, 
Samajwadi Party students’ wing, one of the Yadav 
scion's key aides. Fond of soccer and Western 
music — his favourites include Metallica, Bon Jovi 
and Guns N' Roses — Akhilesh has studied 
engineering, first at Mysore University and later at 
the University of Sydney, Australia. He entered 
electoral politics in 1999, contesting a Lok Sabha 
by-election from Kannauj. 

Those close to him claim that a turning point in 
Akhilesh's political career was the defeat of his wife 
Dimple when she contested a Lok Sabha by-election 
from Ferozabad in 2009. The soul-searching that 
followed led to many changes in party strategy. 
Having started his campaign last October with a 
200-km ‘cycle yatra’ from Noida to Agra — the SP's 
election symbol is a bicycle -Akhilesh covered 
around 10,000 km addressing over 800 rallies, 
travelling much ofthe time in a converted van he 
called a 'kranti rath’ (revolution chariot), 

But Yadav so far has not given any indication 
of how he intends to attract more business to the 
state. Industry has long avoided UP because of its 
poor infrastructure, especially power, and weak 
law and order situation. 

MANU KAUSHIK 








CEO, NourishCo Beverage: 


Thirsty for More 


PRATIK POTA has been named CEO of NourishCo Beverages - the JV between Tata Global Beverages and 
PepsiCo India. But his ascension has been clouded by a rash of high profile exits: his predecessor Punita La 
has gone on a sabbatical, while Varun Berry, CEO, PepsiCo India Foods, has quit the company. Pota is a 
quintessential start-up man who has made a career out of initiating start-up projects. At Unilever earlie 

he was part of Project Shakti, when it was being put together from scratch in 1999. Just as it was taking fina 
shape, he quit in end-2001 to enter the then nascent telecom industry, joining Airtel. “Those were head 
when incoming calls became free and Reliance and many others joined the race.” says Pota. He recent! 
launched Tata Water Plus, a nutrient-enriched water brand. At PepsiCo India, he was the man behind th: 
lemon drink Nimbooz. He also revived the Mountain Dew brand. His next aim? “I want people to get so ex 
by what they do at NourishCo that I can claim some bit of their shower-time.” he says. 








LBNL Peoplebusiness 
















Ashwin Naik Alok Kshirsagar Sendhil Mullainathan 
Founder, Director, McKinsey & Professor, Economics, 
Vaatsalya Company Harvard University 


A Dream Eleven 


Eleven Indians figure in the 2012 list of the Forum of Young Global Leaders, 
an independent not-for-profit foundation, associated with the World 
Economic Forum. These are people under 40 who the Forum believes 
represent the future of global leadership. BT spoke to some. “Firms that 
innovate and invest in new execution capabilities are still delivering strong 
growth,” said ALOK KSHIRSAGAR, Director, McKinsey & Co. “The biggest 
challenge is to foster inclusive development and create equal opportunities 
for growth." added ASHWIN NAIK, founder of healthcare outfit 
Vaatsalya. CHHAVI RAJAWAT, Sarpanch of Soda in Rajasthan, 
discussed the frustrations of grassroots' efforts in our 
anniversary issue (January 8, 201 2, www. /4 
businesstodauy.in/chhavirajawat 20). 
GAUTAM AGGARWAI 


- PARK AVENUE 


Tinker at Heart 


PRADEEP SINDHU has every rea: 
smile. Juniper Systems, the net! 
company he founded in 1996 
revenues of $4.4 billion in 2! 
he spent 11 years at Xerox s fal 
Alto Research Centre. Says this a 
officer's son and a 1974-batch 

Kanpur alumnus: “I am more 
engineer than a manager. | lo 
tinkering with things, not manag 
companies. As an entrepreneu 

to realise that the best thing vou can d 
lor your company is to not rui 


( 


Sound advice in such entreprei 

times. Sindhu is still a huge votar 

IITs, but is dismayed by the reser 
quotas. "Wit 
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Moving Online 


After 13 years with advertising agency Madison Media, PUNITHA ARUMUGAM is 
moving on. Rumour has it that she will shortly be heading the agency and 
advertiser relations division of Google India. Both Arumugam and the Internet 
search giant, however, declined to comment. Arumugam, who has been in the 
industry for 20 years, worked for Ogilvy & Mather and Initiative Media before — 
joining Madison in 1999, She became Group CEO in 2005, handling a host A 
of blue chip clients. “I have learnt from the people I have interacted with, not 
the area of work,” she says. Digital advertising in India is » 


still small — 3770 crore in 2010 - but is growing faster 
than the print and TV segments. € Punitha Ana 
MANU KAUSHIK Advertising Professional 








Leaderspeak 


Don't pass 


judgement too soon 


A book | would 
recommend on leadership 


The Old Man 

and the Sea by 
Ernest Hemingway 
The difference between 

a manager and a leader 
A leader inspires 
others to become 
leaders, while a 
manager creates the 
tools for that growth 


All good managers 
are good leaders 


Not necessarily 


As told to K.R. Balasubramanyam 





Vol. 21, No. 7, for the fortnight March 19 to April 1, 2012. Released on March 19, 2012. 
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WD Mahindra 


IT DELIVERS EFFICIENCY, 
IT PRIORITISES SAFETY, 
IT INSPIRES LOYALTY, 

IT LASTS A LIFETIME, 
IT'S A MAHINDRA. 


Presenting Mahindra Powerol DG sets equipped with DET. 


When you buy a Mahindra, you expect a lot from it. And Mahindra Powerol DG sets are no different. 
They're low-noise, CPCB approved and are built with high grade materials. So they deliver high 
levels of efficiency, safety, durability and reliability. This has made Mahindra Powerol the fastest 
growing brand in the demanding telecom sector. Now equipped with Diesel Efficiency Technology, 
Mahindra Powerol gensets boost efficiency higher, to bring your cost of ownership even lower. 


Fuel efficient, long life engines | Low vibration & noise levels | GPRS equipped (Optional) 
Over 300 sales & service touch points | Frost & Sullivan Voice of customer award 2010 - 
Best Bang for the Buck & Most Preferred Brand in Telecom Segment | Range 2.5 kVA TO 500 kVA 


Now get Warranty for 2 years or upto 5000 hours* 





G/D Mahindra 


poJderol 


Engines & DG sets 


powered efficiently 





ghosh.joy(àmahindra.com Ki www.mahindrapowerol.com | FINANCE SCHEMES AVAILABLE 


* whichever is earlier. Applicable for 10 kVA DG Sets and above. Conditions apoly 
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Head office: Mahindra & Mahindra Ltd. Mahindra Powerol, Farm Equipment Sector, Gate No 2, Akurli Road. Kandivali (Ea: 
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From the Editor 


aprice and cowardice were both on display last fortnight. Ten days after 

a bunch of state election results delivered a hard punch in the Congress 

party's solar plexus, Pranab Mukherjee delivered a Budget for 2012/13 
that was simultaneously retrograde and revanchist. Reformist it was not, and 
neither was it bold, despite many experts saying it was the last chance for the 
current coalition government to take dramatic steps on the economy before 
general election fever erupts in 2013. The Budget is retrograde in its “retro- 
spective amendment” of tax laws that will make Pyongyang look like a busi- 
ness haven (read the two powerful columns on pages 66 and 70). At its heart 
the Budget is a hodge-podge of optimism and denial — optimism, for instance, 
that India’s manufacturing is on the “cusp of a revival"; and denial that prof- 
ligate spending has fuelled the fiscal deficit, at a whopping 5.9 per cent of GDP 
in 2011/12 (which Mukherjee wants to bring down to 5.1 per cent this fiscal 
vear) and that subsidies, at 2.4 per cent in 2011/12. would come down to 
1.87 per cent in 2012/13 and 1.6 per cent in 201 3/14. That would only be 
possible, the Finance Bill says, if user fees go up — in other words, we would all 
be paying more for our services. That is where the government exhibited ex- 
emplary pusillanimity by hanging Dinesh Trivedi out to dry a few months 
after kowtowing to Mamata Banerjee on FDI in retail. Trivedi's proposals to 
raise railways fares, a bold step to stem the deficit and the 
subsidies bill. lasted barely a week in the face of another 
Mamata meltdown. And the caprice? How else do you ex- 
plain customs duty being slashed to a tiny five per cent for 
commercial coffee brewing and vending machines for a two- 
year period, and to 2.5 per cent on parts required to manu- 
pas facture such machines? It just so happens that Starbucks is 
1 about to enter India and plans to open 50 stores by end- 
2012: and that V.G. Siddhartha, who runs the Café Coffee 
Day chain, also manufactures coffee machines. On cars, for 
example, Mukherjee has raised both excise duty and cus- 
toms duty on imported cars. but left diesel cars alone. It is 
almost as if the Budget were a patchwork stitched together 
by lobbying groups — with the aam admi given short shrift by the sweeping 
service-tax increase. You will find much to chew on in the comprehensive 
Budget package helmed by Senior Editor Sanjiv Shankaran from page 54. 

In mid-March, India's Patents Controller moved to ensure a cheaper. 
generic version of Bayer's cancer drug Nexavar would be made available to 
Indian patients by invoking its compulsory licensing power. It was a signifi- 
cant signpost in the long battle between generic drug-makers and patent 
holders (remember Cipla's revolutionary AIDS drug cocktail in the early 
2000s?) and Swiss drug-maker Roche's announcement on March 2 3 that it 
would sell two very expensive cancer drugs cheaper in India under local li- 
cence was a sign that the poorer patients in our country have somet hing to 
cheer about. Associate Editor E. Kumar Sharma narrates this life-and-death 
story from page 44. 

Spring is when many Indian and multinational companies descend on 
college campuses for their annual recruitments, and Senior Editor Shamni 
Pande found in her painstaking research that the mood is upbeat and that 
hiring has been brisk (page 34). That optimism is also reflected in a McKinsey 
global survey of economic conditions, which found that executives across 
geographies are generally far more optimistic, with the Indians in particular 
the most sanguine. That survey was probably conducted before Pranab-da's 
Budget: BT's own survey conducted by Ipsos paints a much gloomier picture 
(page 76). What goes around comes around, as they say. 


chaitanya valla tà 
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- BUDGET IMPACT - 

. Exclusive insights from BT's first-ever live ae Studio, where we asked experts 
to weigh in on key Budget provisions. Watch 
 businesstoday.in/ budget 

— We spoke to industry leaders like Naina Lal Kidwai, Sangita Reddy, 


-B. Muthuraman and others on the Budget. Watch the videos at P 
 businesstoday. in/budget2012-experts 


i the takes at P 





Read a transcript of our. Budget | livechat, in which editors took readers' questions on tax 
- provisions, personal finance and more at » 
| i Pusinesstodayi in/ budget 







N Madhavan Taslima Khan 
Chatterati Startup 
Today 





On the cotton export ban and why 
it made sense while it lasted. £2 


businesstoday.in/madhavan 


Why the Budget proposal to tax 
start-ups will hurt the economy. £2 
businesstoday.in/startuptoday 
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Tech M-Mahindra Satyam deal 


Sunny Sen and G. Seetharaman on what the 
long-awaited deal - provided it can clear 
regulators - will mean for clients. > 
businesstoday.in/ 
techm-satyam 


Arrested Mid-air 


Geetanjali Shukla on what the loss of 
beleaguered Kingfisher Airlines might 

mean for indian aviation. > 
businesstoday.in/kfa-shutdown 


Narrowing Horizons 
Kushan Mitra on the end of Vijay Mallya's 
international vision for KFA. > 
businesstoday.in/kfa-int! 


The Downside of Crowds 

G. Seetharaman takes a quick look at why 
crowdsourcing is not always the way to go. > 
businesstoday.in/crowdsource 





Born Again 

Sunny Sen and Goutam Das 
discuss the challenges facing 
the Indian BPO industry, and 
how firms will have to adapt 
to an increasingly competitive 
marketplace by offering 
smarter solutions to clients. 


businesstoday.in/ 
bpo-podcast 
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Promoting indian Exports 
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DON'T FIND TAKERS 


IN EUROPE... 





VORNE EAA ENAS PARVA NLU ASA NOI MESE ENT ESATA SEOUL ut tO OPENS ASSUM eA RAN Uie ro MN C UR RE n té 


NORA ERNE A NA Mal ERE NE DENI MON AISOH ER EN MMOL Su ica SU ani ann S rab ELAR pU IENAAT AL e oA eS E Ne d AIO PAS NUM er Een ite NN tiet 


You, FIND 
THAT THEY 
ARE A RAGE IN 






— — omia — — — — — — — — dn 





HONGKONG. 


Shift your sights to countries with untapped potential, 
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Benefit from ECGC's export-friendly credit risk pc 
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Realism Deficit 

A directionless Budget 
does little to catalyse 
growth and may widen 
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| India's fiscal edifice 
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India feel about Budget 
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But he went too far 
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Pill Talk 
India’s pursuit of cheap drugs 
bears some fruit, but more is 
needed to cure the country 
ofits health-care ills 
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No Soft Landing 

From the farm to the factory, 
every link in the cotton supply 
chain is struggling 


17 | On a Wing and a Rulebook 
Kingfisher is barely managing 
to stay in the air 


18 | Volt(e) Face 
Jayalalithaa's U-turn saves the 
Kudankulam nuclear project 
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28 | Life's Not So Good 

Soon Kwon faces an uphill 
struggle transforming LG India 
into a premium brand 
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Controversies, brilliant minds. grex 
insights, glamour... this vear's India 
Today Conclave was a riveting affair 


98 | Case Study: Beyond 

the Rosy Future 

How will Karuturi Global tackle 
the fresh challenge it faces 


106 | Perfect impact 

A captivating final brings the 
17th BT-Honda Pro-Am of 
Champions 2012 to an end 








1101 The Fortune Tellers 
PERSONALTECH 

113 | Clarity Beyond Compare 
SMART EXECUTIVE — 

117 | Off the Starting Block 


BOOKEND "— 
The Rise of an Iconic Institution 
CAREERS 


120 | Silver Lining 
PEOPLEBUSINESS 


LEADERSPEAK 
128 | Rajiv Lali, MD & CEO. IDFC Lid 


[MM Letters To The Editor 


Down and Out? 

After reading your cover story 
Losing Voice (April 1). one certainly 
gets the impression that India's BPO 
industry faces its biggest challenge 
so far. An industry veteran's 
prediction that no BPO company will 
have double digit organic growth in 
2012/13 is telling. There was a time 
when the country was the global 


BUT BPO FIRMS FIND NEW WAYS TO THRIVE 





hub of BPOs. Not anymore what 
with the likes of countries such as 
the Philippines, China, Malaysia, 
Poland and Egypt posing a strong 
challenge. It is interesting to note 
how the Philippines, despite its poor 
infrastructure. now has the most 
developed outsourcing industry. 

No wonder a few companies do not 
want the term 'BPO' to be associated 
with them at any cost. 

Chandra Bhan. Chandigarh 
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| think the hike was 
necessary or else Indian 
Railways will go the Indian 
Airlines way and will be sick 
&BT India: Dinesh Trivedi 
pays for passenger fare hike 
sandeepmadhukar 


Montek Singh Ahluwalia in line of fire for new 


poverty line: Montek Singh and all the 


ministers in UPA Cabinet should get a salary 
of 228 a day. That might open their eyes. 


Yogesh Sharma 


Govt refunds money to Vodafone: THE 200700s 
had the last laugh! An ordinary salaried class 
tax payer rarely gets his I-T refund even after 
continuous follow up. Hats off to UPA for such 


gesture and magnanimity. 
Jatinder Pal Singh 


Not Dead Yet 

Your cover story has highlighted 
that the BPO industry is in danger. 
but I still think we have time to 
turn things around. The Indian 
BPO industry has the technical 
might and intellectual competence 
to prevent any other country from 
making a dent on its turf. It has 
done remarkably well in the past 
striking profitable business deals, 
providing considerable employment 
and bringing in substantial 
revenues. 

B. Rajasekaran, Delhi 


Hands off 
The story on carpal tunnel 
syndrome, Curse of the Keyboard, 
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(April 1) was a very good one and 
an eye opener for mouse potatoes — 
the people who are glued to their 
computers in office and at home, 
and cannot live without their 
BlackBerrys and laptops. I was 
shocked to learn the syndrome is 
so acute that many patients had 

to give up routine activities like 
cooking and cleaning. Many 
patients also have problems while 
driving, holding a phone or reading 
a newspaper. The numbness and 
tingling sensations are often 
intermittent at first, but become 
more and more acute over time. 
Bithi Dutta, Kolkata 








Send all your comments to editor. bt@intoday.corm 
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Love and long drives come second. 

Breakfast with family. Lunch with friends. 
Dinner with the in-laws. 

Happy hours with everyone else. 

They all come second. 

Important calls and movie halls come second. 


Fine dining comes second. Road trips with dad, picnics 
with cousins, weekend getaways with wife, come second. 


A visit to the gallery, the winery, the garage, your 
neighbour's wedding, your own office, comes second. 


Backstage passes for fashion week come second. 
So do plans of growth, acquisition and expansion. 
Everything of any consequence comes second. 


Because golf comes first. 
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The last word has not been 
spoken in the Vodafone tax 
case. The Supreme Court has 
dismissed the government's 
review petition and has affirmed 
its earlier ruling that put overseas 
transfers of shares outside the 
Indian tax net.The government 
is now all set to raise a fresh 
demand on Vodafone. Similar 
involve Shantha 
Biotech s acquisition by Sanofi 
Aventis, SABMiller Plc 's global 
acquisition of Foster's Group. 
the purchase of a stake in Idea 
Cellular Ltd from AT&T by 
Aditya Birla Nuvo Ltd and 
Tata Industries. 


Cases 


In the latest Thomson Reuters- 
INSEAD Asia Business Sentiment 
Index, Indian companies were 
more positive about their 
businesses. They expect pick-up 
in domestic economic growth in 
2012/13 after last year’s slump. 
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Car prices are on the 

rise, following the 
excise duty hike in the 
Budget. Tata Motors 
and Honda Siel Cars 
India have increased 
car prices by up to 
135,000 and 794,000, 
respectively. The 
German luxury car 
maker Audi has raised 
prices of its fully built 
units by 13-14 per cent, 
and the prices of the 
models produced in 
India have increased by 
3.4 to 3.7 per cent. 


Housing prices in India 
have increased 284 
per cent since 2001, 
according to Lloyds 
TSB International 
Global Housing Market 
Review. This amounts 
to an average annual 
rise of 14 per cent. 
Russia (209 per cent) 
and South Africa (161 
per cent) are just 
behind in the table. 
Overall, emerging 
markets are hot 
favourites, 
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The 2G spectrum scam has taken 
a back seat with the Comptroller 
and Auditor General estimating 
that the government lost 
110.7 trillion (one trillion 
equals one lakh crore) by not 
auctioning coal blocks 
between 2004 and 2009. This 


is six times the presumtive loss of 


11.76 lakh crore in the 2G scam. 
The CAG Vinod Rai, in a letter to 
the Prime Minister, regretted the 
media leak, saving it was not the 
final report. 


Flag Telecom. controlled by 
Anil Ambani's Reliance 
Communications (RCom), has 
filed papers on the Singapore 
stock exchange to raise up to 
$1.5 billion through an initial 
public oflering. The move comes 
at a time when RCom, which has 
the second-largest subscriber 
base in the country, has been 
trying to cut its long term debt 
($6.9 billion as of December). 


Tech Note: Mahindra 
Satyam's CEO C.P. 
Gurnani and Tech 
Mahindra's Vice 
Chairman and MD 
Vineet Nayyar 
announce the merger 
of the two companies 
in Mumbai. The 
consolidated entity, 
with combined 
revenues of about 
$2.4 billion, is set to 
become the fifth- 
largest software 
services exporter by 
market value. 

See also 
www.businesstoday. 
in/techm-satyam 


Apple Inc, under new 

CEO Tim Cook, has 
finally announced plans 
to utilise its massive cash 
mountain of nearly $100 
billion. The company 
plans to initiate quarterly 
dividends of $2.65 a 
share in the fourth 


quarter of the fiscal 2012. 





The board of directors 
have also authorised a 
$10 billion share 
repurchase agreement 
which would commence 
in fiscal 2013. In a new 
record, the company sold 
three million iPads within 
three days of the launch 
of the latest version. 
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New Railway Minister Mukul 
Roy partially rolled back 
passenger fare hikes announced 
by predecessor Dinesh Trivedi. 
This is expected to leave a hole of 
up to %4,000 crore in the 
budgeted gross traffic receipts. 


The Reserve Bank of India has 
tightened gold loan guidelines for 
non-banking finance companies, 
restricting their gold loan size to 
60 per cent of the value of gold 
jewellery. Many companies have 
been extending up to 95 per cent 
of the value of the jewellery as 
loans. NBFCs whose gold loans 
make up 50 per cent or more of 
financial assets are required to 
maintain Tier-I capital of 12 per 
cent by April 1, 2014. Separately, 
in a breather for NBFC-micro 
finance institutions, RBI has 
deferred the deadline on asset 
classification and provisioning 
norms to April 1, 2013. 


A government panel will now 
devise new methods to assess 
poverty. The Plan panel has 
come under fire for estimates 
showing anyone earning over 
3128 per day in urban areas 
and 322 per day in rural areas 
is not poor. The Prime Minister 
said the Tendulkar panel report, 
which puts the number of poor at 
37.5 per cent of the population, 
and the earlier estimates, were 
not all inclusive. 


The US has exempted Japan and 
10 European Union nations from 
financial sanctions meant to 
pressure Iran over its nuclear 
programme. But India and 
China, Iran's top two crude oil 
importers, are not exempted. 





Rise in non performing 
assets of public sector 
banks in 2011. They shot 
up to 11.03 trillion (1 
trillion equals one lakh 
crore) as on December 
2011, from 168,597.09 
crore a year ago. 


Foreign direct 
investment received by 
India in January, an 
annual growth of 92 per 
cent. Cumulative inflows 
touched $26.19 billion 
for April-January in the 
current fiscal year. 
Services ($4.83 billion) 
and pharmaceuticals 
($3.20 billion) topped 
the list of sectors 
drawing inflows. 
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Estimated global airline 
profits in 2012, down 
from previous estimate 
of $3.5 billion by IATA. 











Markets — — 





Reliance Communications 
and Reliance Power, part of 
the Anil Dhirubhai Ambani 
Group (ADAG), will be excluded 
from Nifty 50 index from April 
27. The companies will be 
moved to the Nifty Junior Index. 
Reliance Power and RCom have 
significantly high promoter 
group holdings of approximately 
80 per cent and 70 per cent, 
respectively, leading to relatively 
lower value of the average free 
float over the past six months. 


State Bank of India, the 
country's largest bank by assets. 
has received the approval of its 
shareholders to raise about 
37.900 crore via a preferential 
allotment of shares to the Union 
government. The capital infusion 
will increase the government's 
shareholding in SBI to 61.58 per 
cent from 59.40 per cent now. 
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The IMF-Worid Bank 
spring meetings in 
Washington DC will 
focus on the state of the 
giobal economy and 
financial markets from 
April 20-27. 


G-24 meetings will be 
held from Apri 16 to 
22, again in Washington. 
The conference wil 
coordinate the position 
of developing countries 
on monetary and 
development issues, The 
G-24 is currently chaired 
by Finance Minister 
Pranab Muxheries, 


Starting Apri 1, 
cheques and other 
monetary instruments 
will have only three- 
month validity, instead 
of six as at present, 
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From the. farm to the factory; every link in the cotton 
, Supply. chain is struggling. By N. MADHAVAN ` Gx 


ý 4 


ill Vijav Mallya commit 
suicide for running up huge 
losses at Kingfisher Airlines,” 
asks Talaka Rajiah, a farmer 
near Parkala town, 35 kilometres from 
Warangal in Andhra Pradesh's Telangana 
region. “He will not. The government has 


already thrown some lifelines for him and 
the airline sector in the Budget,” says Rajiah, 
who also happens to be the secretary of the 
“But when 
it comes to farmers the government does not 
have a similar commitment. And unlike 
industrialists, farmers give up their lives as 


Telangana Farmers Association. 
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they cannot stand 
humiliation.” 

Parkala, a dusty town 
at the heart of Andhra 
Pradesh's cotton belt, is 
where the farmer suicides 
started, way back in 1997. 
Fifteen years on, the 
region's cotton growers are 
still under pressure. 
Rajiah, for instance, 
harvested 90 quintals of 
cotton on his six acre farm 
this year but is saddled 
with a debt of X1 lakh, the 
bulk of which he borrowed 
from moneylenders at 24 
per cent interest. 

"Though no record is 
maintained on farmer sui- 
cides anymore, the deaths 
never stopped. This year, 
the situation has worsened 
due to inadequate and un- 
timely rainfall. Instead of support what we 
get is the government's decision to ban cot- 
ton exports," says M. Shankar Reddy, an- 
other farmer. 

In neighbouring Tamil Nadu, which ac- 
counts for almost 50 per cent of the coun- 
try's spinning capacity, about 65 spinning 
mills are up for sale. According to The 
Southern India Mills' Association (SIMA), the 
rest of them are operating at just 45 per cent 
capacity and steeped in losses. 

In Tirupur, where yarn gets converted 
into hosiery products, the situation is no bet- 
ter. With the US and European economies 
still struggling, demand has fallen. Crippling 
power cuts imposed by the Tamil Nadu gov- 
ernment have also hit production, which 
has fallen 20 per cent. If the Tirupur 
Exporters Association (TEA) is to be believed, 
not a day goes by without a unit receiving a 
possession notice from banks. Both the spin- 





ning and garment sectors 
are seeking massive fi- 
nancial bailouts from the 
government. 

In short, all is not well 
in the business of cotton, 
right from the farm to the 
factory. The responsibility 
for this mess lies with the 
government. "Most of the 
problems have been 
caused by government 
interventions." says A. 
Sakthivel, Chairman. 
Apparel Exports 
Promotion Council, and 
President, TEA. 

The cotton sector is 
unique in many ways, At 
every stage of the supply 
chain, cotton products 
are saleable and there is 
strong export demand as 
well — be it for raw cotton, 
cotton yarn or finished garments. 

Making matters worse, each of these 
constituents has conflicting interests. What 
the farmer wants goes against the interests 
ofthe spinning sector. What the varn sector 
wants goes against the interests ofthe finish- 
ing sector. "It is in this quagmire that the 
government gets trapped time and time 
again," says A. Ramani, Honorary 
Secretary, Indian Cotton Federation. 


On March 5, the Directorate General of 


Foreign Trade (DGFT) banned cotton exports 
after 94 lakh bales — one bale is 170 kg — 
were shipped out of the country against the 
pre-fixed quota of 84 lakh bales. "The deci- 
sion to ban further cotton exports took into 
account the trend of domestic consumption 
and depletion of domestic availability. The 
scenario ahead pointed to a cotton shortage 
for the domestic industry and huge rise in 
domestic cotton prices," the DGFT circular 


Aneil PR 











Meani 
Trendsetting g 
people. Important 
targets for marketing 
this age group 







n. popular in 


roles 








alpha pups in here for a 


focus group." 





W732 7 DVIRIDUSC PTryy aw Xm 


IN TAMIL NADU, 
WHICH 
ACCOUNTS FOR 
ALMOST 50% OF 
INDIA'S SPINNING 















CAPACITY, 65 
SPINNING M 











POOR EXPORT 
DEMAND AND 
LONG POWER 
CUTS HAVE 
CRIPPLED 
TIRUPUR'S 
GARMENT 
INDUSTRY 





ILLS 
ARE UP FOR 
SALE 





Buyer's market: Poor domestic prices have left many farmers deep in debt 


said, justifying the ban. 

Less than a week later, the ban was 
revoked after a hue and cry by farmers and 
politicians. The shrillest voices came from 
Gujarat, India's largest cotton producing 
state, which is heading for assembly polls 
later this year. 

Now that another 26 lakh bales will get 
exported, the closing stock of cotton is 
estimated to fall to about 10 lakh bales this 
cotton year (October 2011 to September 
2012), or just 15 days worth of domestic 
consumption. This goes against the 
minimum carry forward stock of 50 lakh 
bales — two and a half months’ 
consumption — that the informal Group of 
Ministers had fixed in April 2010. This 
time India may run out of cotton and be 
forced into costly imports later this year, 
triggering price volatility. It is this volatility 
that hurts everyone. Last year, cotton 
prices rose as much as {68,000 per candy 
- one candy of cotton is equal to 356 kg. 

With an eve on these prices, Raji 
Reddy, a former village sarpanch of 
Ramanagudam village, 1 5 kilometres from 
Parkala, chose to plant cotton on his seven 
acre farm and spent heavily on agro in- 
puts. But when the prices crashed to 
330,000 this year, he was caught in a bind. 
Today he has a debt of 31.50 lakh and 
wants to sell two acres of land to clear the 
dues but is unable to find buyers. Parkala 
and neighbouring regions are flush with 


farmers who have burnt their hands with 
cotton this year. 

In December 2010, the government, in 
a bid to protect the finishing sector. 
suddenly decided to ban cotton yarn 
exports. But the action proved untimely — 
mills had already procured and stocked 
cotton at high prices. By the time the ban 
was lifted in April 2011, cotton and yarn 
prices had crashed and the mills were left 
with a large stock of high-cost cotton. 
"This caused a working capital erosion 
among the mills to the tune of 715,000 
crore," says K. Selvaraju, Secretary 
General, SIMA. The sector will take at least 
three years to recover, he adds. 

"Every time the government intervenes 
with a ban or otherwise it sows the seeds 
for a crisis.” says Sakthivel. It has a poor 
record implementing the Textiles Policy's 
stated objective — balancing the interests of 
the entire supply chain — with vested inter- 
ests pulling it in every direction. “The best 
way is for the government to free the sector 
with adequate safeguards. It can ask 
Cotton Corporation of India to build a 
buffer stock of 25 lakh bales, which will 
help tackle future shortages or price 
spikes,” he adds. Most players in the sector 
agree it is the best way forward. 

After repeatedly failing to come up with 
a policy that is equitable to all the stake- 
holders, it is time the government gives 
way to market forces. # 
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or once, Vijay Mallya left his Maserati 

Quattroporte, which he usually drives 

to Parliament, at home. He pulled up 
outside the office of E.K. Bharat Bhushan, 
Director General of Civil Aviation (DGCA), in 
a modest Ford Endeavour. Wearing a white 
safari suit, the Chairman of the embattled 
Kingfisher Airlines quietly walked into the 
DGCA's office with his airline's Chief 
Executive, Sanjay Aggarwal, in tow. What 
transpired inside is not known, but Mallya 
came out all smiles. 

Perhaps the broad smile had something 
to do with some recent utterances by Ajit 
Singh. The Civil Aviation Minister, whom 
Mallya bumps into every day in Parliament, 
has stated on record that Kingfisher's li- 


Kolkata-Chennai 0 


cence will not be cancelled so long as the 
airline has five aircraft operating. In fact, 
DGCA rules state that an airline has to have 
at least five operational aircraft to be consid- 
ered a scheduled carrier. Mallya told report- 
ers that he has 20 aircraft flying, of which 
16 are operating scheduled flights. That 
leaves him with 27 grounded aircraft. But 
Aggarwal is confident the airline can get 
even the grounded planes up in the air 
again. "We are still talking to investors and 
though we cannot disclose their names, we 
should announce something soon" has 
been his refrain of late. 


and a Rulebook 


Kingfisher is barely managing to stay in the air By KUSHAN MITRA 


Dethi-Udaipur — "| Mumbai-Ahmedabad 5[ 








It had better be real soon. Mallva s air- 
line cannot make payments to d 
creditors, ranging from the Airr 


Authority of India and aircraft manufactur 
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flight between Delhi and London Heathrow. 
Kingfisher will stop international ít 
And on domestic sectors, the carrier's mar- 
ket share has plummeted to just 1 3 per cent, 
from a high of 30 per cent 24 months ago. 

"They cannot maintain schedule integ- 
rity.” says a senior executive at another 
airline. "The only assets Kingfisher has are 
the slots it operates, particularly Mumba! 
and Delhi. Otherwise it would be cheaper for 
a new entrant to start an airline." 
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Surprisingly, while there has been talk 
of huge fare hikes, data from an online 





Mumbai-Ahmedabad sector, where fares 
shot up 64 per cent, and Chennai- 
Bangalore, where fares rose 34 per cent, 
Kingfisher' s reduced presence did not have 









October 2011 and March 2012. This, de 

spite the spike in fares during the December- 
January travel season. Average return fares 
on the busy Delhi-Mumbai sector have anh 
risen five per cent, despite Kingfisher halving 
capacity. Perhaps failure is an option. & 
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Nuclear Power 





Volt(e) Face 


Jayalalithaa's U-turn saves the Kudankulam nuclear project 
and helps Tamil Nadu. By K.R. BALASUBRAMANYAM 


hen the first unit of the 

Kudankulam nuclear power 

project in Tamil Nadu goes criti- 
cal a few months from now, it will be the 
first greenfield nuclear project to start in the 
country since Kaiga in Karnataka began a 
decade ago. There have, of course, been new 
units added at the Kaiga and Tarapur nu- 
clear plants in recent years, but 
Kudankulam is the first at a fresh site; its 
reactors of 1,000 MW each are also much 
bigger in comparison. This is also the first 
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On course again: The Kudankulam N*plant 
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pressurised water reactor to come up in 
India — with imported technology: others 
use the indigenous pressurised heavy water 
reactor (PHWR) technology. 

Embroiled in much controversy, the fate 
of the plant was uncertain until recently. 
What has changed, tilting the scales deci- 
sively in favour of the project is Tamil Nadu 
Chief Minister J. Jayalalithaa's position on 
the issue: opposed to it earlier, she now sup- 
ports it. Her immediate priority appears to 
be addressing the power crisis in the state 
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than pleasing anti-nuke activists. The local 
protest against the plant continues, with 
one of its leaders even starting an indefinite 
hunger strike immediately after 
Javalalithaa's volte face, but this is unlikely 
to prevent the plant's commissioning. 
Kudankulam will also be the first nuclear 
project to start after the Fukushima Daiichi 
nuclear plant's meltdown in Japan in March 
last vear, which reopened the global debate 
on nuclear safety. 

The Nuclear Power Corporation of 
India, whose various plants currently gen- 
erate 4,7 80 MW, has so far spent 11 3,200 
crore on the Kudankulam project. Had it 
begun generating power, according to its 
original schedule, Tamil Nadu would have 
already got its share of 12 million units of 
electricity daily, or half the plant's produc- 
tion. But it is running six months late, and 
even in a best case scenario, will take at 
least another five months to start. The sec- 
ond 1.000 MW unit should shape up by 
early 201 3. The 3.000-acre site has provi- 
sion for four more units of similar capacity, 
and Kudankulam will become India's larg- 
est nuclear power complex once the re- 
maining units go critical. "We will be using 
enriched uranium to run the plant. The 
Russian Federation countries will supply us 
the fuel throughout the plant's life," says 
R.S. Sundar, station director at the plant. By 
the summer of 201 3, Tamil Nadu's share 
from the project is expected to go up to 
1.000 MW, meeting the power needs of four 
million consumers. 

Other nuclear plants currently operat- 
ing have a lifespan of 30 to 35 years ex- 
tendable by another 10. But the 
Kudankulam plant promises a lifespan of 
40 years, extendable by another 20, and 
that is why it will be able to supply power 
at about 12.50 per unit. With shortage of 
coal and natural gas crippling power gen- 
eration in India, the country is now going 
in for nuclear plants of high capacities. Two 
PHWR units of 700 MW capacity each are 
being built in Rajasthan and Gujarat. € 
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FOCUS Review 


em Dazzling Surface 


LG's new Ultra-AMOLED display on the Optimus Sol 
E730 gives Samsung's Galaxy S2 a run for its money. 
If clarity of display and colour vibrancy are what you 
| i i care most about, you should not look beyond this. With 
ANOTHER | a 9.7 cm diagonal screen, the display is large for the 
— ' price. But the device falls short on a few other criteria. 
Crucially it does not have a camera flash. Still, the 
images it produces are not that bad - among the 
better pictures obtained using devices in this price 
bracket. The Android interface is fairly clean, but the 
company is silent about whether there will be an 


SMALL TABLET — o 0 | 
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Lovely screen, No camera flash, 
well-priced, lack of TV out cable, 
decent camera no indication of 


software update 














Costly but Nice 


If you can live with holding something that looks like a thin paperback to 
your ear while making calls, vou could try this device. If you have to get a 
tablet with a seven inch diagonal screen, Samsung's P620 is the best one, 
with a slick touchscreen and decent looks. Apps from Google's new Play 
Store that are designed for tablets work beautifully on the P620, since it uses 
the Honeycomb tablet version of Android. Angry Birds thankfully works 
like a charm too on it, though that cannot be said of all apps. The only hitch 
is the reduced price of the iPad 2 (24,500) in India, which makes it 


cheaper than this product. The iPad 2 is also bigger, though the P620 does 
have a Micro-SD slot for additional memory. Sure, one can hold out for a 
price cut on the P620 in the future. 


Smooth touch interface, works More expensive 
as a phone, fits in your back than the 
pocket (just do not sit on it) iPad 2 
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. Multimedia Connectivity 


The GP2 has multiple connectivity 
options like iPhone/iPod, USB, SD 
Card, HDMI, PC & AV ports. Through 
USB it can play a variety formats 
ranging from videos, photos, music, MS 
office and PDF documents. 





30000 Hrs. Lamp life 


Thanks to the 3LED technology, GP2 
can project for 30,000 hours giving 
you peace of mind. 





HD-Ready with The Ultimate 
a 720p Resolution 7 ; 
Presentation Companion 


Enjoy your favorite movies, sports, 
games and TV programs in high 
definition. 
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The intent to contain subsidies 
at 2 per cent of GDP next year 
and 1.75 per cent of GDP 
within three years is laudable. 


Chanda Kochhar, CEO and MD, ICICI Bank, 
in The Times of India 








There are some positives, such as 
ereater attention to agriculture, 
but there are lots of areas ol 
concern. I am of the Warren 
Buffett school of thought that says 
the rich must pay more taxes. 
BRODENING THE Vinita Bali, Managing Director, Britannia, in The Times of India 
SERVICE TAX 
NET IS A MOVE 
IN THE RIGHT 
DIRECTION GIVEN 
THE GROWING 
SHARE OF 
















I did not have any prior knowledge of the 
fare hike. We are against burdening the 
common man. I assure you that we will 
not allow railway fares to be increased. 


Mamata Banerjee, CM. West Bengal, 
and Trinamool Congress chief, quoted by wire agencies 


IN OUR GDP. 
Sunil Mittal, Chairman and 
Group CEO of Bharti Enterprises, 
in The Economic Times 
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Cash benefits at 3 stages + Ta» 
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HACKED 
REPUTATION 


2005-07 
Police investigations 
show News of the 
World reporters 
hacked the mobile 
phones of several 
British celebrities, 
politicians and royal 
family members 





HASTENING SLOWLY - 


Many more Indians have phones and TVs now than a decade ago. 
But half the population still lacks toilets, Census 2011 data shows 





Graphic by Santosh Kushwaha 
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O Television viewing is on the upswing, radio is in decline 





Indians having TV 

Early July 35.1 sets at home 
2011 — — 
Probe reveals the — 2001 
reporters also Q 
hacked the phone Indians possessing 
of schoolgirl Milly radios or transistors o 
Dowler after she 
was murdered in 
March 2002 19.9 

2011 2001 2011 
July 10, 
E -— e e Indians who have neither 50.4 27.4 
outcry owner Rupert — TY: radio, nor teepnone 2001 2011 


Murdoch shuts down 
the tabloid, ending 168 
years of publication 


July 15-17, 
2011 


Rebekah Mary Brooks 
resigns as chief 
executive of the 
newspaper, is briefly 
arrested for her 
alleged involvement 
in the hacking 


SN 


March 13, 
2012 


Brooks is arrested again, 
along with her husband, 
on suspicion of 
'conspiracy to pervert 
the course of justice"; 
released on bail till April 










The telecom revolution has arrived, but Internet 
penetration is still minuscule 





Indians possessing phones Internet penetration in 2011 
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Indians with internet 
connectivity at home 











Possessing laptop/desktop, 
but no Net connection 
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Loo and Behold 


Europe's financial difficulties 
have not stopped the 
Scottish Wildlife Trust from 
spending £50,000 on 
building a state-of-the-art 
toilet on an island that has 
been uninhabited for 150 
years. It will stand on a hilltop 
at Handa off the Scottish 
coast, an all-steel affair to 
withstand the fierce winds 
that blow there. Who is it for? 
The 6,000-odd bird watchers 
who briefly descend 
every summer. 





Holy Smoke 
The offerings made by 
devotees at the dargah 
of saint Moluddin Chishti in 
Delhi set it apart from all 
other shrines. They are 
mostiy cigarettes, bidis and 
hookahs. It seems this 13th 
Sufi saint, at a time when no 
one knew it was carcinogenic, 
loved his tobacco, which he 
smoked in a hookah. 
Devotees pray, tie a sacred 
thread, and then light a 
cigarette as a mark 
of respect. 





Missing Link 
A Central government 
initiative begun last year to 
link Dethi University, 
Jawaharlal Nehru University, 
Jamia Millia Islamia and IIT- 
Delhi to form a ‘meta 
university’ has got nowhere 
so far. It was the first step in 
a grand plan to link 6,400 
universities and 30,000 
colleges across the country. 
Officials say there are many 
problems and iIT-Deihi was 
yet to come on board. 
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HOW THINGS WORK 





Arranged Match 


Cricket match fixing is in the news again, with The Sunday Times alleging that the 
2011 World Cup semi-final between India and Pakistan in Mohali was 'fixed'. It also 
said a little known Bollywood starlet Nupur Mehta was used to lure players on the 
English county cricket circuit into underperforming, a charge Mehta has denied. A 
backgrounder on match fixing: 


Cause: Betting on matches is widespread in cricket-playing countries. perfectly legal 
in some, illegal in others like India. Match fixing arises when bookies induce players 
to perform in a particular way. 


Variations: Apart from paying off players to perform poorly or a team captain to throw 
a match, bookies have also engaged in 'spot fixing' where, with bets having been taken 
on the fate of particular balls, they are bowled in a specific manner to benefit the bookie. 


Instances: The biggest scandal erupted in 2000, when South African skipper Hansie 
Cronje admitted to having accepted money to throw matches. Soon players from other 
countries were also implicated, among them India's Mohammad Azharuddin and 
Pakistan's Salim Malik. A decade later, in August 2010, Pakistani cricketers Salman 
Butt, Mohammed Amir and Mohammed Asif were exposed as having engaged in spot 
fixing during Pakistan's test match against England at Lord's. They have been banned 
by the International Cricket Council and were jailed last November. 
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Soon Kwon faces an uphill struggle 
transforming LG India into a premium 
brand. By SUNNY SEN 
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It is 8:30 in the evening, and Aman Thukral 
consumer durables store in Kalkaji, South Delh 
tomers. One of them is keen on buying a 3D LED 
sional light emitting diode) television. The buue! 
between a Sony, Samsung and LG product 

"Sony and Samsung are the best LEDs if uoti 
top-end model. Sony is slightly better than 
Thukral tells the customer. 

“What about LG,” the customer asks. “LG is 
a low-end brand, like Toshiba but slightly bette) 

“And what is the price difference between 
LG,” inquires the customer. 

"Around 110,000 to 112,000," says Thuki 
Samsung's panels are among the best in the world 

The customer notes down the details and wal! 
ising to come back the next morning 


A 


he exchange is an agonising i 
second-largest seller of const 

bles in India by revenues. The k 

chaebol (conglomerate) entered 

try in 1997, two years after she 
original name, Lucky Goldsta 
time, it eclipsed Videocon, Onida ai 
to become India's biggest consumer du 
brand. It followed a simple strategy, seedi: 
market with low-priced products that were supe 
Indian ones and soon became a mass market brai 
success has become a millstone for LG today. For t! 
five years, it has been trying hard to reposition its 
premium brand. Reason: that is where the real n 
But, to date, LG has little to Show by way of s 

In 2010, LG was still the biggest company in th 

sumer durables space. But it was knocked off its perc! 
year by Samsung (Read businesstoday.in/| 
To be sure, it is still the leader in most produ 
- flat panel televisions and mobile phones are th 


tion — and its market share has been growing 
terms. However, its business has not been gi 


as Samsung's. LG's revenues grew a minimal 1.2 rx 
to 116,200 crore in 2011, while Samsung's ; 

cent to 320,000 crore. Together, the Korean 
nearly a third of the 11.2 trillion domestic : 
rables market (one trillion equals one lakh í 


LG India is the leader in most product segments. However 
its revenues have not been growing as fast as Samsung s. 
And its margins are lower, hence the desire to go premium. 
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Many, including former LG executives who 
took the company to the No. 1 position a decade 
ago, blame poor strategy for the decline. They 
believe LG was better off as a mass market brand. 
"LG has become a yo-yo trying to do everything 
- sometimes premium and sometimes mass 
market," says Rajiv Karwal, former head of sales 
and marketing at LG India. 


he Korean company began target- 

ing the premium segment in 2007 

under then Managing Director 

Moon Bin Shin. His successor, 
Soon Kwon, President, South West 
Asia and Managing Director of LG 
India, is pulling out all the stops to get the com- 
pany back on the high growth trajectory. And 
becoming a premium brand is central to his 
strategy, too. 

When Kwon started heading LG's India op- 
erations in December 2010, he had only one 
mandate: strengthen the brand's position in the 
country. "There is a worry that we need to 
tackle things before it is too late," says Kwon. 
"The ultimate winner will be the one who has 
the highest brand perception." 

Soon after taking over, he summoned about 
40 senior executives to his cabin on the first 
floor of LG's corporate office in Greater Noida, 
Uttar Pradesh. During the meeting, which lasted 
all day, the top brass discussed everything. from 
products needed for the Indian market and 
channel (distribution) strategies to the timing of 
product launches and media planning. 

There is a latent demand for high-end con- 
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sumer durables in India, says Kwon. These in- 
clude front-loading washing machines and fully 
automatic top-loading models with more than 
7 kg capacity; frost-free refrigerators with capac- 
ity of 400 litres or more and direct-cool refrig- 
erators with capacity of 230 litres or more; all 
3D LED televisions and all LED televisions with 
a screen size of 42 inches or more; and all smart- 
phones priced above 320,000. 

In Shin's time, LG had failed to launch 
enough global high-end products. But within a 
couple of months of the meeting in Kwon's 
room, LG launched its high-end televisions, 
washing machines and refrigerators in India. 

Kwon frequently zips into the competition's 
retail stores to understand how they position 
their products in a showroom - the latest being 
a visit to a Samsung store in Ahmedabad. His 
efforts are beginning to pay off — LG is slowly 
finding some traction in the premium category. 
In calendar year 2011, its market share in the 
3D television category shot up from 1.7 per cent 
to 23.2 per cent: in the premium refrigerator 
segment, it rose from 31.3 per cent to 36.2 per 
cent. LG's share also grew in the washing ma- 
chine and LED segments. 

“In LCDs, we grew 30 per cent and 3D is a 
platform which we have driven singlehand- 
edly," says Lakshmikant Gupta, Vice President, 
Marketing, LG India. The television segment 
accounts for 25 per cent of the 370,000 crore 
consumer durables market (excluding mobile 
phones, which account for 350,000 crore]. 

However, there is a catch. A consultant, 
who does not want to be named, as LG is one of 
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Since 1990, IMS Ghaziabad Society is committed to impart quality professional education | 
Institute of Management Studies, Ghaziabad, a premier and one of the oldest business schi 
Northern India. The other institute is IMS Engineering College, which is amongst the 


private engineering colleges in India. 





INSTITUTE OF MANAGEMENT STUDIES = B IMS ENGINEE 

* As a B-School, it has been ranked “A1” by AIMA (All Indian * Received “Academic Excellence Award" from 
Management Association) as per the survey published in an University, Lucknow. 
INDIAN MANAGEMNT JOURNAL, May 2011. e No. 1 Private Engineering College in U.P and ranked amon 

* Ranked 4" in top B-School of Excellence in All India as per the top 25 engineering colleges in India, as per surve) 
CSR-GHRDC Survey (Nov. 2011 issue) conducted by CSR-GHRDC. 

* Ranked amongst Top 10 B-School in Delhi & NCR in an e Awarded “The Best Engineering College" by AIMA-GM: 
Independent survey conducted by Hindustan Times, * Univeristy Gold Medalist in "B. TECH" is from IMS Enginee 
September 2011. College. 
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his clients, says that even though volumes are 
high, the company's average product price is 
lower than Samsung's by about five to 10 per- 
cent, depending on the product. 

And therein lies the rationale to go pre- 
mium. High-end products allow manufactur- 
ers, distributors and retailers to earn twice the 
margins mass market products such as box 
televisions and semi-automatic washing ma- 
chines offer. And Kwon wants LG to rack up the 
numbers in this bracket. 

"Earlier the premium segment was a niche 
segment, now it is a significant 25 per cent of 
the market," explains Purnendu Kumar, Vice 
President, Technopak. And that is the reason 
behind LG's continuing efforts to reposition itself 
as a premium player, says Harminder Sahni, 
Managing Director of Wazir Advisors. "That's 
where the real margins lie." 

LG has also lost the plot on another front. 
The mobile phone segment accounts for 40 per 
cent of the overall consumer electronics mar- 
ket, and this is a category in which it is almost 
invisible. Samsung overtook LG last year after 
becoming a formidable mobile phone brand. It 
controls about 12 per cent of the total market, 
and 55 per cent of its India revenue comes from 
mobiles. LG does not even figure among the top 
five mobile brands in India. "Market leadership 
in mobiles is very important to sustain overall 
market leadership." says Kwon. 

LG's dash to become a premium brand faces 
another hurdle with Japanese brands such as 
Sony and Panasonic seeking to expand aggres- 
sively in India. Until 2010, Panasonic barely 
had a presence in many product verticals. 
Today. it is pushing hard to build market share 
across the board. "We are operating at lower 
margins," says Manish Sharma, Managing 
Director of Panasonic India's consumer prod- 
ucts division. At the top of the pyramid, the 


Moon Bin Shin 
takes over from 
K.R. Kim as 
Managing Director 


Kwon Swoon takes 
over as India MD 








Soon says he will 

transform LG into 
a premium brand 

before the end of 
his tenure 


company launched a range of front-loading 
washing machines, inverter refrigerators and 
LED TVs. It plans to invest 3400 crore in market- 
ing alone and will start manufacturing air 
conditioners from October 2012. "We will be 
No. 1 in air-conditioners by the end of this 
year," says Sharma. LG currently commands 
28 per cent of this market. 


he Japanese companies will take 
years to match LG's extensive 
distribution network. In urban 
India alone, only Samsung and 
Videocon come close to its reach 
of more than 20,000 retail points, 
including 500 LG branded stores. Samsung has 
about 17,000 outlets while Videocon has 
around 12,000. "LG and Samsung have 
achieved a high level of penetration," says 
Sahni of Wazir Advisors. 

Kwon is also hoping to leverage LG's mass 
market presence to make inroads in the pre- 
mium segment. The company can gain hugely 
from the replacement market, which accounts 
for 50 per cent of consumer durables sales. 
Many consumers will be looking to upgrade 
products and brand loyalty may make a big dil- 
ference here. Take the case of Sushmit Sahay, a 
human relations executive with a private bank 
in Delhi. Sahay first bought an LG product — a 
14” colour television — eight years ago. "Since 
then, every electronic item I have brought has 
come from LG," he says. Sahay has about five LG 
products, including an upgrade: a 42” LED TV. 

If he wants to resurrect LG's fortunes in 
India, Kwon who has spent 25 years with LG, 
will have to bring all his experience to bar. He 
will also need to count on many more custom- 
ers like Sahay. € 


Send your comments to editor.bt@intoday.com 
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Wonderla Bangalore now has a resort in it! 


M 
Welcome to Wonderla Resort - a one-of-its-kind luxury resort built right inside 
India's favourite Amusement Park Wonderla Bangalore. Heavenly greenery, fine 


hospitality, sheer luxury and 55 fun-filled land, water and sky attractions for 
unlimited entertainment...it's a never-before experience of pure happiness. 


Come. Refresh & recharge your mind! 
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AAAS India's Top Recruiters 


Confounding 
Expectations 


in J trends at premier B-Schools and engineering colleges belie the 
10mic slowdown, underlining the insatiable demand for talent. 
By SHAMNI PANDE 
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yolessional education insti- 
'emier business schools and en- 
colleges — seem to be strangely 
'ooned from the erim economic reality 
gripping the nation. Even as gross domestic 
product (GDP) growth slows and companies 
struggle to maintain growth rates, B-schools 
in particular continue to ride a hiring gravy train. Job 
offers from blue-chip companies are on the rise, so are 
salaries; and this vear, joining bonuses have grown in 
popularity adding to the array of sops imaginative com- 
panies are offering to lap up the best talent. 


These trends are highlighted in the 2012 edition of 


Business Today's annual exercise: listing India's top re- 
cruiters. The top five among the companies that made 
offers to students at 18 B-schools and nine engineering 
colleges were considered. Infosys Technologies and 
Cognizant emerged as the leading hirers, respectively, in 
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the two streams. These winners stand tall amid a total of 
3.779 job offers made so far at the institutes BT considered. 
This is in keeping with the broad trend of a strong re- 
emergence of information technology and business proc- 
ess outsourcing (BPO) majors on campus. Consulting firms 
such as Deloitte and Boston Consulting Group. too. con- 
tinued to be popular, along with the traditional favourites 
- fast moving consumer goods companies such as ITC and 
Procter & Gamble. 

Cognizant made a whopping 1,631 hires at the engi- 
neering colleges we tracked, and another 99 from the 
B-schools. The actual number for the company would be 
higher since we tracked only a limited number of institutes. 
The same goes for Infosys. "Our hiring is determined by 
business requirements and this year we made around 
1,300 offers at B-schools," says Nandita Gurjar, Senior 
Vice President and Group Head of Human Resources. 

The findings of our survey are only indicative, to be 
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IT FIRMS WERE 
PROMINENT HIRERS 
THIS YEAR. THE 
BIGGEST RECRUITER 
FROM BUSINESS 
SCHOOLS PROVED TO 
BE INFOSYS (IN PIC) 


Airtel Accentu | 





sure. Many campuses are yet to complete their place- 
ments. When this magazine issue went to press, hiring is 


still open at places like the Great Lakes Institute of 
Management, Chennai, the Shailesh |. Mehta School of 
Management at IIT Bombay and the Department of 


Management Studies, IIT Delhi. These institutes have 
shared their interim reports with BT. So too, did several 
other institutes. 

The average annual compensation offered in B-school 


campuses this year ranged from 38 lakh to 11 3 lakh. Of 


course, the average offers at the top three IIMs - 
Bangalore, Ahmedabad and Calcutta — were slightly 
higher, at around 318 lakh, according to industry observ- 
ers. The institutes concerned do not disclose salary de- 
tails. The highest domestic offers varied between 114 lakh 
and 118 lakh. 

Another survey of close to 200 companies. carried 
out by Aon Hewitt at the onset of the hiring season, re- 


vealed that the median pay for MBA graduat: 
will increase by nine per cent over 201 | 
engineering college graduates are relativ: 
servative, seeing a mere two per cent rise 

Is Bright, page 40). IIM Kozhikode, for instai 
that the average cost-to-company (CTC). per 
went up by seven per cent for the Class ol 
pared to last vear. 

However, there were comparatively few i 
offers this year — slightly less than one per cent 
offers made. Among those making the offe 
companies were prominent, Dubai's Jumbi 
Was present at many campuses, but Superm 
Dubai, stole the show with 16 offers at IIM-B ; 
at UM-A. 

“We have always had companies hiring 
in Singapore and Hong Kong. for instance 
Agarwal, Head, Career Development S: 


Walks (India’s Top Recruiters 


Bangalore. “Recently, though, com- 
panies have started hiring for posi- 
tions in West Asia.” These include 
both companies based there as well 
as MNCs looking to staff positions in 
the region. 

The thinning gap between offers 
made by top international and do- 
mestic companies was noticeable in 
many B-schools. For instance, the 
highest international offer at 
Institute of Management 
Technology, Ghaziabad, stood at 
129 lakh per annum, while the 
highest domestic offer was 121.68 
lakh per annum. At International 
Management Institute, Delhi, 
Bloomberg's domestic offer of 321 
lakh was close to the 327 lakh offer 
made by Jumbo Electronics. 
However, there were also excep- 
tions: at the Department of 
Management Studies, IIT Delhi, 
the highest domestic offer of 
119 lakh by Nomura was far 
behind the 150 lakh inter- 
national offer of Mitsui 
Chemicals. 

The Aon Hewitt 
survey also shows that 
companies, in a bid to 
lure prospective employ- 
ees, have started offering 
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joining bonuses (typically a one-time 
payment). “This ranges from 
140.000 and can go up to 15 lakh in 
some cases," says Sandeep 
Chaudhary, Practice Leader. 
Compensation Consulting (Asia 
Pacific), Aon Hewitt. The survey also 
reveals that the trend is more pro- 
nounced in BPO and consumer prod- 
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E-COMMERCE FIRMS 
LIKE FLIPKART (IN 
PIC) HAVE ALSO 

=s JOINED THE RUSH 

TO HIRE FROM 
B-SCHOOL CAMPUSES 
ES THIS YEAR 


uct companies. Companies, unwill- 
ing to go on record, confirmed that 
the bulk of the joining bonuses were 
in the 350,000 to 11 lakh range. 
Many companies were new to 
campuses: IIM Lucknow alone saw 
57 first-time hirers. E-commerce 
companies such as Flipkart, 
Amazon, MakeMyTrip marked their 
presence across campuses. "We 
have grown from a 350-crore to a 
1500-crore company," says Ravi 
Vora, Vice President of Marketing. 
Flipkart. "We need new talent to 
take our company to greater 
heights." This year the company 
made 2 3 offers at B-schools, 1 20 at 
IITs, and 25 at other engineering 
campuses. 

So all is well? Not quite. Says K. 
Ramkumar, Executive Director at 
ICICI Bank, who also heads its HR, 
customer service and operations: 
"At B-schools demand outstrips 
supply. and they continue to ig- 
nore issues relating to faculty qual- 
ity and making their curriculum 
more relevant." 

Ramkumar may be right. But 
until India's education system is 
able to meet the soaring demand for 
quality management talent, things 
are unlikely to change. 
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Srei finances equipment and projects for expressways, bridges, 
power plants, ports, mining, telecom and all other infrastructure. 
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Big Guns in Business 


Top hirers from B-schools in 2012 











FT Figures show number of students hired. 
*Each firm made as many hires 
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IIM Lucknow 12 


Boston Consulting Group Q 
10 





SJMSOM, IIT Mumbai (interim report) 


— 
f 


YES BANK 
Larsen & Toubro Capgemini 7 
Cummins 6 
Deloitte Wipro : 
Amazon/P&G/ICICI Bank/Deloitte/RIL/Colgate* 3 


IIM: Indian Institute of Management, SPJIMR: S.P. Jain Institute of Management and Research, NMIMS: Narsee Monjee Institute of Management Studies, IMT: Institute of Manageme 
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IT’s Future 


Is Bright 





Information technology companies dominated the hiring scene 
at engineering campuses this year. By SHAMNI PANDE 





1,631 


Cognizant 


Figures are the number of students hired from various engineering campuses 


*Each company hired 41 engineers 


he future of employment lies with engineer- 
ing. Many more engineers are recruited 
yearly than business school graduates. So it 
is a pity that business schools tend to hog all 
the limelight. Recruitment trends across 
engineering Campuses remained robust for 
the class of 2012. However, unlike last year, 
when the core manufacturing sector had put up a good 
show, this year saw the resurgence of information tech- 
nology and business process outsourcing companies. 





Cognizant emerged the top dog, thanks to its understand- 
ing of Millennials — the generation born after 1980 — and 
its intense involvement with campuses through the year. 

Shankar Srinivasan, Chief People Officer of Cognizant, 
got some interesting feedback during a campus visit this 
year. “A student told me she had decided to join us be- 
cause the company trusted her and did not insist on a 
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Infosys Wipro 


bond while making an offer,” he says. “She wanted to 
trust her career with a company that trusted its people.” 
Company officials also feel that the decision to honour all 
the offers made at campuses in 2009, when many others 
were backing off due to slowdown worries, has paid off. 
Indeed, it is not just the private sector that has caught 
the attention of voungsters. Even traditional PSUs such as 
Indian Oil Corp. Ltd. were in demand. "We are aware that 
the concept of lifelong employment is fading. Most voung- 
sters approach the first job as a grooming ground," says 
Biswajit Roy. General Manager (HR). Yet, as many as eight 
students at National Institute of Technology (NIT), 
Tiruchirappalli, took up offers from the company, which 
does not feature in our top list. The students were attracted 
by the PSU's many benefits. In all, 15 PSUs snapped up 102 
students at NIT. This trend prevailed across the board. IIT 
Guwahati confirmed that due to the downturn, interest in 


COGNIZANT HAS 
EMERGED AS THE 
TOP DOG, THANKS 
TO ITS UNDER 
STANDING OF 
MILLENNIALS 

AND INTENSE 
INVOLVEMENT 

WITH CAMPUSES 
THROUGH THE YEAR 
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Aricent 


PSUs had increased among students. increase offers by an average of 30 per cen 
Coal India Ltd features prominently in our top list. The demand for computer science and electi 
Though it has been visiting campuses since 1975, it faced neering students was higher compared to oth 
a recruitment lag between 1996 and 2005. Now, the PSU There were even offers from private univet 
has come back on track snapping up 1,1 27 students. the Sharda Group of Institutions, Pur 
A rise in salaries, compared to last year, was very vis- Professional University and Rajasthan s Mew a 
ible. International Institute of Information Technology. E-commerce companies were also promin: 
Hyderabad (IIIT-H) saw average salary offers of 110.3 lakh Another interesting trend, which began las! 
(domestic). At all other campuses, annual packages were neering campuses, was the concept of "slo 
between {6 lakh and 38 lakh. The highest domestic offer which a group of companies makes offers to studi 
of 1330.05 lakh per annum was made by Rio Tinto at IT, same time slot during campus placements 
Banaras Hindu University, while the highest interna- Companies such as Aricent Group. v 
tional offer of $150,000 (375 lakh) was made by prominently in our list with 160 offers, look for n 
Facebook at IIT Guwahati. "The job market has improved just grades. "We look at soft skills such as a stud 
this year,” says Javadev G.A.G., Communication Head at ity to work in teams, communication, proble: 
IIIT-H. "It has led all IT companies to lift the freeze on sal- analytical skills," says Satish Chandra 
ary hikes, At our campus, we saw almost all companies President, Talent Acquisition, Aricent Group. + 
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Geeks Rule the Roost 


Firms which hired the most from engineering campuses in 2012 


IIT Chennai 
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Infotech Enterprises 

GE Technology Centre 
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Figures show number of students hired 
*Each firm made as many hires 


IIT Roorkee 
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17 33 

15 27 

14 24 

13 20 
IIIT Hyderabad IIT Guwahati 
QUALCOMM 15 MICROSOFT 12 
Amazon 14 Schlumberger Asia —— 1 
CISCO 13 Paypal 8 
Ivy Comptech 10 InMobi 6 
Microsoft (4 in the US; 4 in India) 8 Power Grid/Yahoo!* 4 





IT BHU 






Orate Coal India Headstrong 


Cognizant 
NIT Trichy NIT Warangal 
COGNIZANT 65 COGNIZANT 56 
Infosys 29 Oracle 36 
Coal India 23 IBM 30 
Neyvelli | LM HAL m 26 
Microsoft 10 Deloitte 21 


PSG College of Technology, Coimbatore 


LCOGNENT | 





IIT: Indian Institute of Technology, IIIT: International Institute of Information Technology, BHU: Banaras Hindu University, NIT: National Institute of Technology 
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napur, an arid village near 
he district town of Gulbarga in 
north-eastern Karnataka. seems 
* anunlikely location to discuss phar- 
maceutical research, or the pricing 
strategy of the big pharma companies. Yet, 
two young men, both brothers, one a teacher 
in a government school and the other a taxi 
driver, scan the newspapers every day for 
news on these subjects. 

The brothers’ interest was ignited by a 
report in the local newspaper on March 13 
that the Indian Patent Office had the previous 
day ended German company Baver's exclu- 
sive rights to a cancer drug. With Hyderabad- 
based Natco Pharma getting a 'compulsory 
licence' to make and sell the drug. Nexavar, 
the brothers will have to spend 38.800 on a 
month's dosage of 120 tablets for their father, 








India's pursuit of cheap drugs bears some fruit, but more is 
needed to cure the country of its health care ills. 
By E. KUMAR SHARMA 





2-year-old Ambegar Shanker. diagr 
en liver cancer. Bayer's price is 32.8 lakh. 

With this, India became only the seco 

country to issue a compulsory licence lor 
cancer drug alter Thailand. Under { — In di 

Patents Act, a compulsory licence to make 
generic version of a life-saving drug can 
issued three years after the patent was 
granted if the price is still seen as too high. 
Interestingly, the Nexavar ruling comes after 
the relevant wording in the Act was chan: ; 
from "reasonably priced" to “reasona by 
alfordable priced". 

With the threshold for compulsory lice: 
ing thus lowered, Nexavar is hardly likely tc 
be the last of such cases. It sets a prec ipm ni 
that could be extended to other treatments. 
especially HIV, in which Indian companies 
have emerged as a big source of cheap drug 
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COSTLY VS 
CHEAP 


for the global market. As a case in Blood and 
point, Thailand has issued compulsory 
licences for at least four cancer drugs 
and also for drugs to fight heart dis- 
eases and HIV. 

As more compulsory licenc- 
es are issued, they will open an- 
other battlefront between the do- 
mestic and multinational pharma 
companies, which are already on the opposite sides 
in a long-running patent battle over Swiss com- 
pany Novartis cancer drug Glivec. The multina- 
tionals think of India as a lucrative market — worth 
$12 billion with a growth rate in high double digits — 
more so after the country began to recognise product 
patents in 2005, but have begun to express greater dis- 


cost: 11,00,000 
cost: $7,500 


Stomach Cancer 
INNOVATOR COMPANY: Novartis 


INDIAN COMPANY: Natco Pharma 


*Prices for a month's dosage 
Source: Market estimates 





their families." 

The more common cancers in 
India are oral, cervical, breast. blood 
and colon. India does not have a 
national cancer registry, but the 
instances of each are estimated to be 
on the rise. The United States, which 
does have a registry, reports 1.5 mil- 
lion new cases of cancer each year. 
According to B.S. Ajai Kumar, Chairman of HealthCare 
Global, a chain of cancer care hospitals, the number 
would be much higher in India simply because its popu- 
lation is three times that of the US, although India is a 
younger country and some correction will have to be 
made for age. 

And it’s not about cancer alone. There are many 


1963 =m -1966 — 1978-87 — — Loo = 2002 = 


_ LANE, First drug price control 
order, issued inthe 
aftermath of the war 
with China under the 
Defence of India Act 


Medicines 

declared 

essential 
commodities 


issued in 


comfort with the way it protects their intellectual prop- 
erty. The domestic companies will obviously benefit, as 
they will get to make cheaper versions of patented drugs. 
But will this be enough? 


Malignant Growth 
Ambegar Shanker's form of liver cancer, hepatocel- 
lular carcinoma, is not very common 
in India. According to the patent 
office. there would be about 20,000 
such cases in the country. Yet. doctors 


CHEAP 


are now finding new seekers for the Kidney and 
drug. D. Raghunadharao, professor of Liver Cancer 
medical oncology at the state-backed INNOVATOR COMPANY: 
Nizam's Institute of Medical Sciences cost: (2,80,428 


in Hyderabad, sees a new patient every 


week and, in a voice tinged with sor- Due 18,800 
— y . : Cipla 
row, says: "Most of them are in the cost: 130,000 


age group of 45 to 50 years; many 
of them the sole bread winners for 
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Four orders 


Edo 
fix prices of 
 essentialdrugs — 


COSTLY VS 


INDIAN COMPANIES: Natco Pharma 


*Prices per month for lifetime 
Source: Market estimates 


Controls placed over 
medicine prices; 
1,577 drugs have been 
brought under price 
- control till now. 


À new Pharmaceutical 
Pricing Policy intro- 
duced. It is challenged 
in the Karnataka High 
Court and later junked . 


this 





diseases for which, just like cancer, you have to be on 
expensive, long-term medication. Satish Kulkarni, 
a gastroenterologist in Navi Mumbai, sees close to 
100 patients every day. “The need for low-cost treat- 
ment is seen not just in cancer care but also in liver 
diseases like Hepatitis B and C," 
he says. Pegylated Interferon, 
a medicine to treat Hepati- 
tis, costs 316,500 a dose. It is 
an injection which has to be 
taken every week for six months 
to a year. Mesalamine, for 
inflammatory bowel disease, costs 
11,500 a month and has to be 

taken for life. Then there is the rap- 

idly spreading menace of diabetes, 
for which it is not uncommon for a 
patient to take insulin injections, 
which cost at least 31, 500 a month, to 
be taken for life. 
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But cancer, as the title of the 
Pulitzer-winning book by Siddhartha 
Mukherjee put it. is The Emperor of All 
Maladies. Biotech-based breast cancer 
drug Herceptin, made by Swiss compa- 
ny Roche, the world’s largest maker of 
cancer drugs, is sold for close to 71 lakh 
a vial. The total treatment, depending 
on the severity and dose, could cost up 
to x15 lakh. 

A visit to the Nizam's Institute in Hyderabad, 
or the All India Institute of Medical Sciences in the 
heart of New Delhi, can make a person reset her pri- 
orities in life. Till the farthest wall, with its paint 
peeling, would be patients in various stages of dis- 
repair — if one could use that word for humans — 


Neutropenia 
cost: (22,000 


cost: 17,500 


*Prices per injection 






INNOVATOR COMPANY: Roche 


INDIAN COMPANY: Dr Reddy's Lab 


Source; Market estimates 


poor. "There is huge wealth in India.” 
lan Read, CEO of the world's largest 
drug maker, Pfizer, told news agency 
Reuters in London on March 12, the 
day Natco got its licence. "There are 
maybe 100 million people in India 
who have wealth equivalent to or 
greater than the average 
or American, who don't pay for in- 
novation. So this is going to have to be a discussion at 
some point." 

Bayer, which earned $2.5 billion over the last three 
years from Nexavar, says it is deeply disappointed by the 
licence to Natco. "We will appeal the order and defend 
our intellectual property rights, which are the prerequi- 
sites for bringing innovative medicines to patients.” save 





A committee constituted The draft of a new pharma policy circulated for discussion. It talks 
to suggest a system of of capping the prices of 348 essential drugs and their combinations 
negotiated prices for at the average price of the top three brands in their segments. It 
all patented medicines also talks of market-based pricing of drugs against the cost-based 
entering India formula now being followed. The pricing formula is unclear 


and despair. They are obviously poor and are there 
because they cannot afford to go to one of swanky pri- 
vate hospitals, which, like the malls, are mostly middle 
and upper middle class haunts. At the traffic signal out- 
side AIIMS, one can see beggars thrusting prescriptions 
at car windows. 

In a country where nearly 30 per cent of the vast 


population is estimated by the 
Planning Commission to live COSTLY VS 
CHEAP 


at less than 330 a day. there 
should be no need to debate the 
expensiveness of health care. Yet, a 
debate rages on. 


Their Price, Our Price 

Multinational companies say 
they face the classic globalisation 
dilemma in India. It is true that 
India has a vast number of poor 
patients, but not all the patients are 


Breast Cancer 


INDIAN COMPANY: NLA, 
Source: Market estimates 





Non-Hodgkin's Lymphoma 
INNOVATOR COMPANY: Roche 
cost: 160,000 (for a 500 mg injection) 


INDIAN COMPANY: Dr Reddy’s Lab 
cost: (30,700 (tor a 500 mg injection) 


INNOVATOR COMPANY: Roche 
cost: 41,00,000 (per dose) 





a spokesperson. 
doctors, believes that regardless of the income inequal- 
ity the drug prices should be a tenth of what MNCs 
charge for them, simply because the 
number of poor patients would 
run into millions. 

The Indian companies are 
strident in their advocacy of 
price regulation. Dilip Shanghvi, 

Chairman of Sun Pharmaceutical, 
says: "If you price products al a level 
at which it is not possible for anvbody 

to afford them, that remains a distor- 

tion of the system." Compulsorv licens- 
ing. he believes, will force international 
companies to make their pricing more 
appropriate for India. 


Y.K. Hamied. the usually upbeat 


head of Cipla, a generics giant, believes 
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Indian companies will soon rid the 
patients of the problems created by 
pricey drugs. “Give Indian companies 
another two years and you will see 
many ofthem, includingus, launching 
Herceptin and Avastin-like drugs 
in India,” says Hamied. Like Her- 
ceptin, Avastin too is a cancer drug 
from Roche’s stable. Together, they 
earn billions of dollars for their pat- 


More Than Money 

The poor and the needy need more 
than just access to cheap medicines. 
And generic drugs, despite their age- 
old association with low prices, are 
hardly the panacea when it comes to 
critical illnesses. In many cases, even 
generic versions, while cheaper than 
their patented counterparts, cost 


Getting a licence thousands of rupees for a dosage. 


ent holder. Hamied's confidence may . tolegally make and — What's more, India's generics 


stem from the fact that Cipla shook up 
the global pharma industry in 2001 
with the launch of its anti-AIDS drug 
Triomune. A cocktail drug, it cost 
$300 for a year's treatment, against 
$12,000 a patient in the West had to 
spend on similar treatment. 

Hamied is firm in his belief that 


- market an innovators 
| patented drug by paying | 
-a royalty to the innovator 
| or the originator - 
company 4 


A flexible pricing 


drive, which earned its companies 
the unkind sobriquet of "copycats", 
is running out of gas. It received a 
setback when the country finally 
recognised product patents seven 
years ago. Earlier, as the country 
granted only process patents, an 
Indian company would take up a 


the government must bring under approach where the medicine, unravel it and work back- 
price control all drugs sold under price of a product in wards to develop its own process ~ a 
monopoly, a view that is finding reso- one country could be method called reverse engineering. 
nance in the government. The Prime different from that And then it would sell the medicine 


Minister’s Office was initially backing in another | at a fraction of the price charged by 


market-driven prices but has of late, 
according to officials. been in favour 
of making sure that essential drugs 
are available at low prices. 


the patent-holding MNC and grab 
the market. As a result, many MNCS 
exited India in the 1970s. They 
began to come back after 2005, 


Trade Minister Anand Sharma, | Launching a launching their drugs. filing for 
whose ministry administers patents, patented product patents, and filing lawsuits against 
trademarks and copyrights, said without a compulsory. infringement. 
days after the licence was issued to licence. But this is open l The Indian industry had been 


Natco: “India will resist any attempt to | to legat challenge E preparing for just such a scenar- 


malign the generic drug industry 
in India. There is a campaign to 
showcase generics as substand- 


io. From the late 1990s onwards 
local companies began to invest a lot 
more in research and look for new 


ard; that they are not real. We are a | Companies can 7 l : molecules. Unfortunately, they did 
determined to ensure that the poor ; have drug donation- not get much success, only sporadic 


people in our country have access to 
these medicines." 

Right now, there are 348 essen- 
tial drugs in the health ministry's list 
of essential medicines, whose prices 
are fixed by the National Pharmaceu- 
tical Pricing Authority. These include 
33 anti-cancer drugs. "We under- 
stand that companies invest in research to develop a 
molecule, but our goal is to increase the ambit of health 
care and give the poor and the needy access to good 
medicines," says a health ministry official. 
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breakthroughs like Ranbaxy's once- 
a-day Ciprofloxacin. 

And compulsory licensing will 
take you only so far, not all the way. 
Kiran Mazumdar-Shaw, biotech 
company Biocon's Chairman and 
Managing Director, is quick to point 
out the limitations of the Nexavar 
licence to Natco. "Nexavar is an orphaned drug in the 
US," she says. "This means very few patients benefit 
from it. It does not come under the eligibility criteria for 
compulsory licensable drug because it is not a life-saving 
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“Give Indian companies 

another two years and you 

will see many of them launching 
Herceptin and Avastin-like 
drugs in India” 


Y.K. HAMIED 
Chairman, Cipla 


drug. This particular drug only gives a six-month lease 
of life. What was the need for the government to give a 
ruling on such a drug?” 

There are other signs of the local industry’s limita- 
tions. With due respect to Hamied's ambition, no one 
has yet been able to replicate Herceptin, which was 
patented before 2005 and Indian companies could 
make and sell it legally in India. Ranbaxy, which under 
Parvinder Singh dreamed of becoming a research-based 
multinational, has passed into the hands of Japanese 
multinational Daiichi Sankyo. The latest blow to Indian 
research came a day alter the licence to Natco, when 
Pfizer scrapped a partnership with Bangalore-based Bio- 
con, about which you will read more on page 52. 

According to G.V. Prasad, CEO of Dr Reddy's, anoth- 
er early devotee of the research strategy, India will never 
be a major force in drug discovery because “we do not 
have the critical mass for it.” 

At a time cheap new medicines are not exactly o0z- 
ing out of our laboratories, better insurance coverage 
and public health programmes would go a long way to 
alleviate patients' pain. According to a paper published 
in the Economic and Political Weekly by economists 
Sakthivel Selvaraj and Anup K. Karan, as India spends 
around 4.2 per cent of its gross domestic product on 
health care, the government's contribution is just one- 
fifth; households’ out-of-pocket expenditure is more 
than two-thirds. This limits people's ability to spend on 
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"If you price products at a 
level at which it is not possible 
for anybody to afford them, 
that remains a distortion of 
the system" 


DILIP SHANGHVI 
Chairman, Sun Pharmaceutical 


health care, especially of the low and middle-income 
groups. which comprise 95 per cent of the population. 
It does not help that India's per capita out-of-pocket ex- 
penditure to pay for health care costs has gone up from 
141.83 in 2005 to 368.63 in 2010. Hospitalisation 
costs, which rose 1 1.20 per cent in 2004/05, rose 22.47 
per cent in 2009/10. At 130,702 crore, the health allo- 
cation in the Budget for 2012/13 is 15 per cent higher 
than the previous year's. But as a proportion of the GDP 
it has been stagnant at 0.3 per cent for several years. 
Against this background. no medicine can get 
too cheap. For instance, much before the compulsory 
licence to Natco, generics giant Hamied had launched 
Cipla's own version of Nexavar. It fetched Cipla a lawsuit 
from Bayer, but, priced at 330,000 for a month's dosage, 
it did not achieve a lot for the poor patients. € 
Postscript: As BT went to print, Roche announced 
in Basel, Switzerland, that it would offer “significantly” 
cheaper versions of its popular cancer drugs. Herceptin 
and MabThera, in the Indian market under an alliance 
with local firm Emcure Pharmaceuticals. Far away in 
Ainapur, Ambegar Shanker died a quiet death, an event 
not reported in the newspapers his sons no longer scan. 
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n a room in Bangalore's Le Meridien hotel, 

Kiran Mazumdar-Shaw, the be-all of Biocon, 

speaks spiritedly. Speaking in the aftermath 

of Pfizer cancelling its partnership with her 
company, the country's largest in biotechnology. 
she says the media has blown it out of all propor- 
tion. So have the analysts, she says, who have 
downgraded her company's stock without look- 
ing at the fundamentals. "Just because 
Pfizer has withdrawn, everything 
does not collapse. Biocon will 
still take its products to the 
global markets, but in a differ- 
ent way." 

Biocon struck a market- 
ing deal valued at $350 mil- 
lion with the world's largest 
drug maker Pfizer in October 
2010 to take the Banga- 
lore-based company's 
biosimilar insulin products 
to the global markets. As 
a sign of things to come, 
Pfizer paid $100 million 
upfront. Another $100 
million, deposited in an 
escrow account, could 
be tapped when devel- 
opment milestones 
were met. The 
remaining $150 
million were 
linked to regula- 
tory milestones 
over three to five 
years. 

But why did Pfizer 

































scrap the deal, just 16 months after signing it: 
"The priorities changed for Pfizer." says Mazumdar- 
Shaw. Almost all multinational pharmaceutical 
giants are cutting costs. So too Pfizer, which is try- 
ing to get out of non-core businesses like nutritional 
and animal health. It also has its own biosimilar 
programme. 

"A company has a certain resource to allocate. 
Would you allocate it to a shared asset or would vou 
focus on in-house programmes: Pfizer felt it might 
be better to focus on the in-house programme, 
where they may get better returns.” 

With Pfizer gone, Biocon will have to bank on 
regional partners. Mazumdar-Shaw thinks that 
would be easy. Biocon already has 20 partners sell- 
ing its products in 27 countries and they could do 
the job for insulin as well. Many of them are happy 
to see Pfizer go, as they no longer need to share the 
spoils with the big brother. 

The break-up will not make Biocon shy away 
from big deals, though lessons are there to be learnt. 
"It is about contending with frequent strategy 
changes. Big Pharma is in a state of churn. There 
is a patent cliff and they are also challenged with 
declining R&D productivity. They will constantly 
review their priorities.” 

The news of the Pfizer split comes at an inop- 
portune time for Biocon, which reported a 16 per 
cent drop in net profits for the three months to De- 
cember last year. 

Unfazed, Mazumdar-Shaw talks of a healthy in- 
novation pipeline. “Innovative products have built- 
in risks. These risks are about clinical efficacy, clini- 
cal safety and regulatory hurdles. It is about how 
you design your trials, what data comes out of the 
trials and then how you position your product." € 
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DEFICIT 


A directionless Budget does little to catalyse growth and may widen 
the structural cracks in India’s fiscal edifice. 
By SANJIV SHANKARAN 








arely three minutes into his speech before lawmakers on March 16, 
Pranab Mukherjee said something that was music to the ears of 
slowdown-worn businessmen as much as most rational Indians. “We 
are now at a juncture when it is necessary to take hard decisions." 
said the finance minister who was presenting his eighth Union Budget 
in a parliamentary career spanning 43 vears. 

For regular Budget-watchers, the measured words of Mukherjee meant the min- 
ister was readying to unveil tough reform measures that a slowing India badly needed. 
The markets reacted with Bombay Stock Exchange's Sensitive Index rising over one 
per cent to 17,855 points in the first half hour of his Budget speech. 

That is the highest the benchmark index in the world's third largest economy by 
purchasing power has been in the six trading days since the Budget. By the time 
Mukherjee ended his speech by formally presenting Budget 201 2/13 to Parliament, 
it was clear that it was a feeble attempt to fix the symptoms of a wheezing economy, 
not the underlying ailments. 

In the days since the Budget, much has been made about the coalition pressures 
that Mukherjee had to tightrope-walk through. Railway Minister Dinesh Trivedi 
exited the cabinet within a week of pushing the reforms agenda in the Railway 
Budget and his decision to increase passenger fares after nine years was partially 
rolled back (see The Man Who Kicked the Hornet's Nest, page 78), Optimism has bor- 
dered on the dangerous: "Everybody here gets upset that we are growing at seven 
per cent... the projection for industrialised countries is about 1.5 per cent," Planning 
Commission Deputy Chairman Montek Singh Ahluwalia told the India Today 
Conclave a day after the Budget. 

But missing in such analyses is the power of a 10,000-ft view that can sober the 
most sanguine. In the last quarter before the Budget, October to December 201 1, India 
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grew at 6.1 per cent, its slowest pace 
in nearly three years. Fixed capital 
investment has contracted in the last 
two quarters and a Business Today 
post-Budget poll of 100 top execu- 
tives shows little may change. Just 
one in three among them says he will 
increase capital investments (see 
Singing the Blues, page 76). 


With 17 per cent of 
the world’s population and 
just 2.8 per cent of the global 
gross domestic product (GDP) of 
$68.7 trillion, India can ill afford to 
lose any opportunity to bring back its 
economy to a fast-paced groove. Do 
not forget 30 per cent of Indians live 
on less than 328 a day, the official 
cut-off to label a citizen poor. “India 
cannot afford to grow at six per cent, 
given its need to provide income and 
generate employment for an ever 
enlarging labour force," Deutsche 
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SHEKHAR GHOSH 


Bank analysts Taimur Baig and 
Kaushik Das advised clients a week 
after the Budget. 

And woe betide, us all, if some 
of the near-Quixotic assumptions in 
the Budget do not hold. Brace your- 
self for a few years of what history 
promises to record as a lost economic 
opportunity. Mukherjee quoted from 
William Shakespeare's Hamlet in his 
speech but it may have been more 
appropriate to refer to Macbeth. If 
there was one aspect that seemed to 
show up in different forms during the 
Budget, it was fiscal deficit. Like 
Banquo's ghost in Macbeth, deficit 
overrun in 2011/12 forced 
Mukherjee to increase taxes at a time 
when the United Progressive Alliance 
coalition is politically vulnerable. 

The move is not enough as the 
Budget proposals chip at the margins 
when fiscal reforms needed bold 
measures that tackle the problem 





head-on. À change in disinvestment 
policy could have been one. In the 
absence of bold measures, Moody's 
Investors Service said in its weekly 
credit outlook: "The Budget lacks new 
solutions to address sovereign fiscal 
constraints." The ratings agency 
called the slippage in the 2011/12 
fiscal deficit "a credit negative’. 

Fiscal deficit is the excess of ex- 
penditure over income that is bridged 
by borrowings. Beyond a point, fiscal 
deficit feeds into inflation, pushes up 
interest rates and pulls down growth. 
In 2011/12, India's fiscal deficit was 
5.9 per cent of GDP, or 13521,9800 
crore, 1.3 percentage points more 
than what was forecast in Budget 
2011. This comes on the heels of a 
fiscal deficit of over six per cent of GDP 
in two ofthe last three years. 

The experience of the last four 
years showed that Mukherjee 
needed radical proposals to break 
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out of the structural trap government 
finances are in — more than half of 
government expenditure goes to meet 
defence spending. subsidies and inter- 
est payments, which are spending 
heads that are widely seen as difficult 
to tamper with despite best intentions. 
It is one reason why some economists 
believe an increase in indirect taxes 
was necessary even if it is inflationary 
in the near term. 

"It's bound to be inflationary.” says 
Samiran Chakraborty, who heads re- 
search in India for Standard Chartered 
Bank, relerring to the two percentage 
point increase in median central excise 
duty and service tax, both indirect 
taxes. But the government needs to lose 
a battle to win the war against inflation 
— tax buoyancy from increased levies 
will check deficits that typically stoke 
price rises — and create space for private 
investment, he adds. 

An increase in indirect taxes was 
one small step in pulling back the pro- 
jected 2012/13 fiscal deficit to 5.1 per 
cent of GDP. It is the fine print in the 
Budget and assumptions underlying the 
Budget which suggest Mukherjee lost 
the plot. 

US bank Morgan Stanley has pre- 
dicted that there will be an overrun of at 
least 50 basis points in the fiscal deficit. 
Add the fiscal deficits of states and the 
combined deficit of governments in 
India will be at least eight per cent. 
According to Morgan Stanley, India will 
have the highest fiscal deficit among 
emerging markets in 2012/13. The 
countries closest to India, South Africa 
and Malaysia, are estimated to have 
fiscal deficits of 5.5 per cent, which 
makes India vulnerable on the current 
account deficit (CAD) front if risk percep- 
tions change. 


The dismay that greeted 
Mukherjee’s Budget propos- 
als are on account of its unrealistic 
assumptions. For one, Mukherjee 
seemed to ignore an odd trend that 
emerged over the last decade. Even as 
the Indian economy experienced its best 
phase. public finances became vulner- 
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able as constant increase in expendi- 
ture has been accompanied by vola- 
tility in income, particularly the part 
sourced from non-tax areas such as 
disinvestment. "India's declining debt 
to GDP ratio is a bit deceptive. Given 
India's rising primary deficit, it only 
takes a series of modest but correlated 
shocks to make its public finances 
fragile.” says JPMorgan economist 
Sajjid Z. Chinoy. 

A possible shock could be the rise 
in Brent crude prices, already up 15 
per cent since the beginning of the 
year, on account of geopolitical ten- 
sions in West Asia. BP’s chief econo- 
mist Christof Ruhl, visiting New Delhi 
in February, told BT it would be rea- 
sonable to assume going forward that 
oil prices would not fall below the 
average of the last two years — 
around $100 per barrel for India, 
which typically imports four-fifths of 
its crude requirements. Australia's 
Macquarie Bank predicts average 
Brent crude prices will riseto $138 a 
barrel by 2015. 

Thanks, in part, to the rise in 
crude prices in 2011/12, the petro- 
leum subsidy bill before New Delhi 





401 6, 297 crore is ex D 








ö— — — — — — — — — —— — 


| On 1 March 1 6; -Pranab Mukherjee acknowledged 
‘that the time had come to trim India’s burgeon- 
ing subsidy burden and that a slip could impact 
India’s fiscal consolidation process. In 201 If12, . 
scted to be spent on subsi- 
- dies, 25 per cent more than in the original budget 
estimate. The subsidies will amount to 2.42 per 
GDP. The. government’ s stated aim is to. 
" ratio down to 1.6 per cent by 2014/ 1 5. 





increased almost three-fold to 
168,481 crore. The average price 
per barrel of the Indian basket of 
crude was $110.6 between April and 
December 2011, the highest in a 
decade. Since then, it has moved 
up to $125 but the finance ministry 
has set its target for petroleum sub- 
sidy in 2012/13 at 343,580 crore — 
36 per cent lower than in this finan- 
cial year. 

This can be achieved only if: die- 
sel, kerosene and cooking gas prices 
are devised sharply upwards or state- 
owned oil companies are driven into 
the ground by selling subsidised fuel. 
Today. oil companies lose 113.10 per 
litre of diesel they sell and customers 
get a subsidy of 3486 crore a day on 
diesel, kerosene and cooking gas. 
Mukherjee's assumption would also 
hold true if the crude price is set for a 
large correction. The implausibility of 
any of these occurring immediately 
robbed the Budget of credibility. 

Five days after the Budget, 
Citigroup Global Markets released a 
report on India's economy after meet- 
ings with India's economic policy- 
makers and analysts. The report said: 






of India. 


"There was recognition that the big- 
gest risk to outlook was oil prices. 
While this would have wide-ranging 
implications, the worry is a lack of a 
contingency plan to address this vul- 
nerability." À Citi simulation at a 
crude price of $125 a barrel showed 
the government's oil subsidy would 
be 273,100 crore. The simulation 
also assumed the government would 
bear only 45 per cent of the subsidy 
provided to retail customers instead 
of the usual 50 per cent; the rest 
would be borne by state-owned oil 
companies. 


Mukherjee has other 
subsidies in his crosshairs, 
too. Overall subsidies would be 
brought down to 1.6 per cent of GDP 
by March 2015 from the 2011/12 
level of 2.4 per cent, he said. The ad- 
vent of information technology in 
governance seems to be the platform 
on which subsidy reform is to take 
place. one pus in this ait ection was 
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In order to target subsidies better and switch 
to direct cash transfers wherever possible, all 
subsidies will be. integrated. with Aadhar — the 
mammoth online identity programme under 
execution by the Unique Identification Authority 


The clear focus this time: seems to be on 
_ Streamlining the delivery mechanism, which is 
Haught with le a kages. c. 
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cial, using Aadhar to streamline 
major subsidies such as diesel and 
food is unlikely to happen before 
2014. by which time the current 
government would have run its term. 

"There is no strategy behind the 
subsidy cap,” insists Chakraborty of 
Standard Chartered. He believes 
Mukherjee will once again over- 
shoot the deficit target and forecasts 
inflation by March 201 3 at 7.25 per 
cent, a tad higher than February 
2012, reading of seven per cent. The 
Budget assumes inflation of 6.4 per 
cent in 2012/1 3. 


From his perch on the 
18th floor in the Reserve 
Bank of India (RBI) headquar- 
ters in south Mumbai, Governor D. 
Subbarao is sure to have a feeling of 
déja vu. It was in 2008, when 
Subbarao was the top bureaucrat in 
the finance ministry that three years 
of fiscal consolidation were undone 
and the purse stríngs loosened by 
the then finance minister P. 
Chidambaram. Later that year, a 
combination of high crude prices 
and a collapse in revenue led to the 
fiscal deficit widening from 2.55 per 
cent to 6.04 per cent in a single year. 

Subbarao has a key role this 
year, though from another stand- 
point. Mukherjee has bet that 
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growth in 2012/13 will increase to 
7.6 per cent from the 6.9 per cent 
estimate for 2011/12. For that to 
happen. Subbarao has to reverse 
two years of tight monetary policy 
and begin to cut interest rates. The 
assumption in the Budget is that rate 
cuts will spur growth, revenue rise 
and private investment. 

The central bank governor. so 
far, has not been convinced by the 














solutions to address 
sovereign fiscal 
constraints 


The budget lacks new 


How the escalating fiscal deficit is harming the economy 


Fixed Investment Declines ... 





33 


30 O————— vt 


finance ministry's arguments on the 
need to speed up rate cuts. The fear 
of latent inflation has held his hand 
and he has clearly stated that the 
timing of rate cuts depends on the 
credibility of fiscal management. 
With government borrowing for 
2012/13 set at 3479,000 crore. 
one-tenth more than in 2011/12, it 
is anybody's guess how comfortable 
Subbarao is with the signals he is 





| Unless subsidy cuts and 
| fuel price increases are 
| introduced in the next few 
months, expenditure targets 
are likely to be exceeded yet 
again in fiscal 2012/13 
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reading on New Delhi's intent. 
Most economists do not see the 
RBI easing its hawkish stance. It is 
“hard to see more than 50 basis 
points of rate cuts in 2012, given 
where crude and commodity prices 
are," says Chinoy of JPMorgan. After 
the Budget, Chakraborty has halved 
his earlier prediction for rate cuts in 
2012/13 to 75 basis points and 
pared growth forecasts to 7.1 per 


Agencies say 


sources, but a meaningful 
effect on overall revenue 
ratios will take years 





Proposal to expand the 
number of services taxed 
will yield new revenue 
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cent from 7.4 per cent. Citigroup 
expects 75 basis points of rate cuts in 
calendar 2012 and a growth of 7 per 
cent in 2012/13. 

If the fears of these economists 
come true, the Budget could finally 
unravel when direct tax collections 
fall short. In 2011/12. a slowdown 
in GDP growth from 8.4 per cent to 
6.9 per cent had an adverse impact 
on direct taxes, which fell short of 


It will take a combination 
of improved GDP 

growth and corporate 
profitability, lower global 
commodity prices to 
improve fiscal performance 
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the 1532.651 crore target by 
132,000 crore. In 2012/13, 
Mukherjee has bet it will grow by 14 
per cent to 570.257 crore. This 
growth is expected to provide the 
springboard for growth rates of 
around 25 to 26 per ceni in the 
years after that, and help the gov- 
emment shrink its borrowing pro- 
gramme as income rises. The onset 
of this virtuous cvcle rests on direct 
taxes responding disproportionately 
to growth — a hypothesis with very 
little basis. 

"Some tax buoyancy is likely if 
growth accelerates, but the tax/GDP 
ratio is unlikely to improve dramati- 
cally in the absence of a GST." says 
Chinoy, referring to the much-de- 
layed goods and services tax. The 
GST regime depends on a consensus 
evolving among major political par- 
ties on India's tax architecture. in 
the current political environment, 
with the Congress party constantly 
fire-fighting. it seems very unlikely. 

Non-tax revenues could rescue 
Mukherjee's Budget from imploding. 
Disinvestment and sale of telecam 
spectrum together are expected to 
yield 370,000 crore in 2012/13. 
Asset sales are expected to contrib- 
ute as much as 0.7 percentage 
points of decline in the fiscal deficit 
envisaged for 201 2/1 3. 
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inance Minister Pranab Mukherjee has made import 
of coal and natural gas cheaper by exempting them 
from basic customs duty. That will help generating 
stations. But will the electricity they offer become af- 
fordable for distribution utilities, a number of which are al- 
ready sick? Unlikely, which means these proposals will not 
have a significant impact at the consumer level. 

Mukherjee's proposals seek to pave the way for increased 
supply of electricity by easing import costs of coal and natural 
gas a little. In 2011/12, there was a coal shortage of about 63 
million tonnes. Getting the commodity from overseas is the 
only way to step up generation at thermal plants. Gas supply 
is also tight. 

Speaking to BT in February, Subba Rao Amarthaluru, 
Group CFO of the GMR Group. said: "Gas is currently available 
at $4.2 per mmbtu. But if it were to be imported, the price 
would go up to $20 per mmbtu. Importing gas and coal is not 
a solution because we will not be able to sell that kind of power 
in India." The Thirteenth Finance Commission had reported 
that the projected aggregate losses of state transmission and 
distribution utilities, at 2008 tariffs, would be at {116,089 
crore by 2014/15. 

According to power expert V. Raghuraman, using imported 
coal will increase generation costs and state utilities may not 
opt to buy costly power. For instance, NTPC saw its plant load 
factor drop from 91 per cent in 2009/10 to 88 per cent in 
2010/11. "Sixteen million tonnes of imported coal are lying at 
the ports. Power utilisers are tardy in lifting the stock because 
SEBs are reluctant to pay higher tariffs for imported coal." 


K.R. BALASUBRAMANYAM 
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If this Budget unravels, 
the consequences are not go- 
ing to be limited to a year or two. 
April 2012 marks the beginning of the 
1 2th Five Year Plan, which visualizes 
an aggregate public investment of 
12,500,000 crore in infrastructure and 
an average growth rate of nine per 
cent. As the Budget overlaps the first 
year of the plan, Mukherjee has pushed 
himsel? to set aside 3.6 per cent of GDP, 
or %369,488 crore, to build infrastruc- 
ture. The outlays over the next four 
vears have to increase significantly and 
the economy has to grow more than 
nine per cent to offset a slow start in 
2012/13, making for another reason 
why this was a make-or-break Budget. 

Given the obvious constraints he 
faced, Mukherjee failed to grasp the 
nettle. Instead. he proposed some il- 
logical tax breaks. Consider this: com- 
mercial coffee vending machines have 
been given a two year concession on 
import duty. Indians served subsidized 
coffee brewed on fancy Italian equip- 
ment as the economy around them 
grinds down has something missing in 
the picture. 

The big picture, meanwhile, stays 
grim. CAD this year is forecast to be 3.6 
per cent of GDP, the highest ever re- 
corded by India in 40 years (the dura- 


Social Sector Outlay 


PROJECTS 2011/12* — 2012/13* 
Indira Awas Yojna 12,078.70 
RTE-Sarva 

Shiksha Abhiyan — 
Rashtriya Madhyami 

Shiksha Abhiyan indi 
Rural Health Mission 20,822 
MGNREGA 33,000 
Rural Roads 24,000 
JNNURM 12,610 
Rural Electrification 4,900 





* figures in * crore 
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tion of data available on RBI's website). 
A worrisome aspect. Mukherjee admit- 
ted in his speech . A CAD of this magni- 
tude makes India dependent on consid- 
erable foreign investment to bridge the 
gap between imports and exports. An 
enhanced perception of risk among 
foreign investors could easily disrupt 
the economy. 

it is against this backdrap EUM at 
Mukherjee chose to introduce a re 
spective amendment on taxing cross- 
border transactions. This comes on the 
heels of telecom company Vodafone 
International winning a four-and-a 
half-year legal battle against the tax 
authority on an indirect takeover of an 
Indian telecom company. Hutchison 
Essar Ltd (now called Vodafone d 
The move has added to the perception 
that doing business in India hs as got 
more — — (see Anuthing But 


nder the NDA government, budgets were under severe 
financial strain and public sector banks frequently 
needed capital to meet growth and capital adequacy 
— needs. The 2000 Budget proposed reducing the gov- 

ernment’ s shareholding in public banks from 51 per cent to 33 
per cent. However, this bold proposal was not accepted. 

A decade later, the fiscal situation of the government is 
better and public sector bankers are tired of asking the iu 
 mentfor recapitalisation. The government is neither willing to 
- dilute its majority stake nor ready to provide capital. Banks such 

as Bank of Maharashtra, uco Bank and Vijaya Bank worked 
- with bare minimum tier- capital in 2011/12. Later, the govern- 
ment | pressed LIC to provide some much needed capital to a 
zen banks. Today, there is tremendous pressure on public 
ks ‘because of their deteriorating asset quality and increased 

















D i ct Support From Govt 
215.8 crore in FY'13 


Tti is Do * pre — that vou pay 
tax because that gets factored into 
whatever deal vou make." says Patrick 
Lord. managing director of i the indian 
arm of Control Risks. a firm that advises 
companies on doing business in di Ber : 
ent countries. "It is the uncertainty the 
Vodafone case highlighted. 1 that at really 
does send out negative d . 
Finance ministry officials sav they hope 
to gather an additional 740,000 crore 
from the amendments. The negative 
fallout of the move is a matter of conjec- 
ture for now with Vodafone onlv saying 
that it is studying the amendme nts ( (see 
Quit India 2012, Page 66). 

"With all this noise on policy pa- 
ralysis, it is just adding to the prob- 
lems," says Chakraborty of the amend- 
ment. For a government bumbling 
from one crisis to another. that could 
add to the din in the coming weeks and 
months. But. for most part, 
Mukherjee's Budget was about i tinker- 
ing. Unfortunate for India when the 
need of the hour was to strike at the 
heart of the structural problems afflici 
ing public finances. @ 


- Setting Up Of Financial 
Holding Company 


Toraise resources from the market through bonds 
and other means. A longer term 


. solution for funding of public banks. 
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tting on a war chest of funds, Acts 
(y fo government whenever - | 


ortage of funds. 














Hopef ul: S I's Pratip Chaudhuri will be 
banking on the government for capital 





capital requirements for growth as well as to meet Basel nt re- 
quirements. Their capital requirement alone is estimated to be 
in the region of 33.5 trillion (one trillion equals one lakh crore) - 
_in the next ten years. The only bright spot is the new financial 
holding company structure suggested. This will allow public 
|. banks to meet long-term capital needs without diluting the 
| — government's minimum 51 per cent stake. "The holding com- 
| . pany can raise resources through bonds and other means," says 
Rajesh Mokashi, Deputy Mb of rating agency Care Ltd. But a 
financial holding company will require a legislative change, and 
‘it could be time consuming. In the interim, Lic can act as the 
- government's bailout vehicle. 
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Quit India 2012 


ugust 8, 1942, saw the launch of the Quit 
India movement that had the objective of 
winning freedom by making the British 
leave India. The freedom movement had a 
ear goal of azadi or Independence and the 
systematic steps taken by Mahatma Gandhi, Sardar 
Vallabhbhai Patel and Jawaharlal Nehru were all in 
pursuit of this vision. 

Seventy years later, we have unwittingly launched 
Quit India 2012. Without any vision, Sonia Gandhi, 
Manmohan Singh and Pranab Mukherjee are taking 
systematic steps to ensure that no foreign investment 
comes to India and those which are here soon leaves. 
Several foreign investors now rue the day they decided to 
invest in India. And nothing manifests the government's 
approach better than the Union Budget for 2012/1 3. 

This article is not about overruling Vodafone. It is 
about the suicidal manner in which our country is being 
led to economic ruin. A nation's economic growth 
substantially depends upon its infrastructure, supply of 
electricity, and the sta- 
bility of its legal system. 
Unless these three 
ingredients are tn place, 
a country is guaranteed 
to remain economically 
backward. 

The tragedy of India 
is that we lack all the 
three features and yet 
aspire to be a global 
economic superpower. 
While it may take some time to establish good infrastruc- 
ture and ensure adequate power supply. it takes no time 
to ensure a stable tax regime and other laws. In 2012, the 
options of the finance minister were perhaps limited and 
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he could not take bold decisions to implement various 
economic reforms, but there is no excuse for not putting 
an end to the following tendencies that discourage foreign 
investments and ensure economic stagnation. 


Dishonouring legal commitments: Special economic 
zones were promoted with great fanfare and investors 
were solemnly assured that no income tax would be 
charged on their profits. just a few years later. SEZ units 
were slapped with Minimum Alternate Tax (MAT) result- 
ing in their cash flows going awry because MAT is a direct 
tax and cannot be passed on. How can Parliament renege 
on its commitment without any examination of the eco- 
nomic and moral consequences? Will any foreign investor 
have faith in any assurance of the union government: 


Taxation that kills growth: Earl Nightingale once said 
that money is the harvest of productive effort. Increased 
productive activity alone can result in economic growth 
and, for long term prosperity, taxes must always be 
the by-product of eco- 
nomic growth. The 
fundamental flaw in 
our taxation system is 
the imposition of more 
and more taxes that 
actually kill growth. 
The cost of building a 
house is significantly 
increased by savage 
rates of stamp duty in 
addition to levy of 
excise duty, value-added tax and service tax on house 
construction. Similarly. software and other industries 
suffer multiple levies that make them uncompetitive. 
Our endeavour is to tax every activity at the highest 
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possible rate without realising it is counter-productive. Far 
more sales tax can be collected by keeping levies low and 
encouraging honest compliance than by imposing double- 
digit levies that encourage tax evasion and corruption. 


Flouting international principles: Increasingly, our 
laws are becoming contrary to well settled international 
legal principles. A basic requirement of any tax is that it 
can be levied either on an activity or transaction that takes 
place in India or on a person residing in India. It does not 
require more than common sense to understand that if an 
activity takes place in India, the British Parliament or the 
US Congress cannot subject it to tax. Unfortunately, there 
is an increasing tendency to tax transactions that take 
place outside India by creating legal fictions. The remotest 
connection with India is found sufficient to levy some tax 
— a practice unheard of in international tax law. 


Tax benefits given today, taken away tomorrow: A 
disturbing feature of our tax administration is that exemp- 
tions which are granted with much fanfare by the finance 
minister are later taken away on the most flimsy grounds 
by the Tax Department. Sections 10A and 10B of the 
Income Tax Act were intended to give tax exemption or 
deduction to units exporting certain articles or software 
and this benefit expires in 2012. After years of granting 
this benefit, assessments of several assessees have been 
lately reopened on some flimsy pretext or the other and 
crores of rupees demanded. The rampant misuse of Section 
147 is indeed a matter for serious concern. No foreign or 
Indian investing company can assume that all is well 
because its assessments have been completed after care- 
fully scrutiny. To meet revenue targets, assessments are 
frequently reopened on the most untenable grounds and 
assessees have to em- 
bark on tortuous legal 
journeys where even a 
victory in the Supreme 
Court does not guaran- 
tee success, The result 
of a 10-year litigation 
can, and will, simply be 
nullified by a retrospec- 
tive amendment. 


Retrospective 
amendments: The Indian practice of repeated retrospec- 
tive amendments will be catastrophic for foreign direct 
investment. What respect and confidence can a country 
command if its government has no respect for the rule of 
law? Is it not shameful for a person to play a tournament 
up to the finals and, upon losing, declare that he is still the 
winner by changing the rules of the game? 

Our country will pay an extremely heavy price in the 
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vears to come. The Finance Minister would have earned 
respect for statesmanship if he had amended the laws 
prospectively. This would have conveyed the message that 
India respects its own Supreme Court and foreign investors 
could rest content that India, whatever its other shortcom- 
ings, remains a country where the rule of law and fair 
play prevail. 


Unfair tax administration: The administration of our 
tax laws is unfair. The assessee is looked upon as an object 
out of which the maximum tax can be squeezed even if it 
means demanding tax using the most incredulous inter- 
pretation of the law. Assessees have either to buy peace or 
litigate up to the Supreme Court. Even binding judgments 
of the Supreme Court are ignored just to confirm large 
untenable demands. Unrealistic revenue targets are also 
the cause for these demands, which are often set aside by 
the high courts or the Supreme Court. 

The Dispute Resolution Panel (DRP), comprising three 
commissioners, was expected to resolve transfer pricing 
issues expeditiously. In practice, the orders of the DRP are 
often against the assessees. It is also extremely difficult to 
get a refund of any tax. Several IT companies do not get 
refunds of service tax on time even though they are eligible 
for them on completion of exports. 

China has no rule of law but promises excellent infra- 
structure. India has abysmal infrastructure and a slow 
legal system. It is sad that cases take two decades to be 
finally decided. And our Finance Minister has now made 
it clear that there is no guarantee that the fruits of a long 
fought battle will be allowed to be retained by the asses- 
see. The Vodafone ruling gave the Government of India 
a wonderful opportunity to send a positive message to 
the world. But bureaucratic pettiness and the lack of any 
long term vision has 
further damaged 
India's reputation as a 
favourable investment 
destination. 

The National 
Manufacturing Policy 
envisages the creation 
of 150 million jobs by 
2020 in the manufac- 
turing sector, and 
there is no hope of 
achieving this target without foreign direct investment. 
The least we can do is make our tax laws investor- 
friendly and implement them with a sense of certainty, 
equity and fairness. The world does not need us: Quit 
India 2012 must not be allowed to happen.@ 


The author is a senior advocate 
of the Madras High Court 
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Anything But Clarificatory 


he government must be aware that it will 
face challenges on the ostensibly ‘clarifica- 
tory’ retrospective amendments that it has 
introduced in Budget 2012, especially the 
power to retrospectively charge capital 
gains on tax transactions since 1962 and the corre- 
sponding withholding tax obligation. It is a sensible 
political move as no one will say it is a bad idea. And if 
the courts rule against it, the government can always say 
at least it tried. 

But the government is on a collision course with the 
Supreme Court, when it says it is following the court's 
order and clarifying the law. The court's judgment in the 
Vodafone case had gone 
to some length about the 
current law, and then 
asked the government to 
legislate if it wanted to 
tax overseas transac- 
tions involving compa- 
ny's assets that lie in 
India. The proposed ret- 
rospective amendment 
cannot be treated as a 
clarification when it ac- 
tually tries to overrule the court's contrary interpretation. 

People have altered their tax and negotiated positions 
in the last two months based on the Vodafone judgment. 
What is the government telling these people? Sorry. you 
took your call based on a Supreme Court decision, which 
was the law of the land, but now the law has been turned 
upside down. From the mergers and acquisitions perspec- 
tive, the Vodafone ruling by the Supreme Court was the 
law of the land, and then two months later. the govern- 
ment says sorry. Such an extraordinary flip-flop can never 
inspire confidence in the international community. 

Now, there are two parts to the retrospective amend- 
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The government's proposed retrospective 
amendment cannot be treated as a 
clarification when it actually tries 
to overrule the Supreme Court's 
contrary interpretation 


ments. First is the constitutionality of the measures and 
second is the business dimension. And, within the amend- 
ments, there are two separate elements. The first element 
is what is taxable and that is essentially the seller's 
(Hutchison's) problem, the taxability issue. 

The other element is that the government is propos- 
ing a retrospective withholding tax liability (the 
Vodafone type problem). That you have to withhold part 
of the sales proceeds and submit it as tax. Who would 
have imagined an indirect transfer like this in 1962? And 
how can you start questioning in 2012 why sellers did 
not treat such sales as taxable from 1962 and buvers did 
not withhold the tax portion: 

In the past there 
have been retrospective 
changes in tax laws. But 
it was largely done to 
seek clarity, or for curing 
an obvious defect when 
the stated intent is not 
being implemented. 
There was a lot of debate 
on Section 80] and Rule 
19A, which explained 
how to compute capital 
employed. When the retrospective amendment was chal- 
lenged in that case the court held that the retrospective 
amendment was only clarificatory. That is not the position 
here. The Supreme Court laid down clearly that the 
offshore transfer was not taxable and no tax had to be 
withheld by Vodafone. The amendment proposes the 
opposite. It cannot be a clarification of the law. ® 


The authors are managing partners at AZB & Partners, 
which has advised Vodafone on tax matters, but was not 
involved in any of the court proceedings in the company’s 
case with the tax department 
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Candid Contemplation 


Key observations of the finance minister in his Budget speech and thereafter 


ON HIS JOB 
The life of a 

Finance Minister is 

not easy. Various 

players participate in the 
making of the economy. 
When everything goes well 
with the economy, we all 
share in the joy. However, 
when things go wrong, it is 
the finance minister who is 
called upon to administer 
the medicine. Economic 
policy, as in medical 
treatment, often requires 

us to do something which, 

in the short run, may be 
painful, but is good 

in the long run. As 

Hamlet, the Prince of 
Denmark had said in 
Shakespeare's 

immortal words, “I 

must be cruel only 

to be kind.” 
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On his intentions 

® In drawing-up the Budget propos- 
als for 2012/13. I have focused on 
strengthening domestic growth 
drivers, encouraging private invest- 
ment to regain its pre-2008 crisis 
growth momentum and addressing 
supply constraints in infrastructure 
and the agriculture sector. 





€ A critical element of the strategy 
is to implement an ambitious but 
realistic fiscal consolidation road 
map, and leverage technology to 
give effect to a quantum impro- 
vement in the government's 
expenditure management. 


On the Budget numbers 
® I would like to assure that we are 
committed to protecting the 
credibility of the numbers that you 
have seen in the Budget proposals. 
All required measures will be 
pursued in putting the economy 
back on the high growth path. 


On taxes 

* The domestic investment 
environment has suffered on 
multiple counts in the past year. It 
is time to fast track policy 
decisions and ensure on-time 
implementation of major 
projects. 








When Chanakya talks of 
Koso Moolo Dandah in the 
Arthasaastra, he makes the 
important point that the 
treasury and its inflows are 
the source of a nation's 
might. The role of direct 
taxes in maximising 
revenue flows is well 
documented... Direct taxes 
are preferred because they 
can be related to the ability 
to pay, be progressive in 
nature and promote equity. 


On What Went Wrong 
® Our fiscal balance deteriorated in 
2011/12 due to slippage in direct 
tax revenues and increased 
subsidies. On both counts our 
underlying assumption at the time 
of the Budget presentation last year 
was belied by subsequent 
developments. 


On his challenges 





The continuing 
uncertainty in the 
global environment 
makes it necessary 
for us to strike a 
balance between 
fiscal consolidation 
and strengthening 
macroeconomic 
fundamentals to 


create adequate 
headroom to deal 
with future shocks. 


On subsidies 

* * The major subsidies at the Centre 
are for food. fertilisers and 
petroleum products. Some cuba 
at this juncture in our development 
are inevitable. But they become 
undesirable if they compromise 
the macroeconomic funda- 
mentals of the economy, more 
so, when they don’t reach the 
intended beneficiaries. . M other 
subsidies will be funded to the 
extent that they can be borne by the 
economy without any 
implications. 


% E ER xU EN us 
adverse 


On reforms 









On food and water 
d * To ensure that the objectives of 


the National Pood Security Bi re 
effectivelv realised, a Public 
Distribution System netwo Tk i 
being created using the Asdhaar 
platform. A National een don 
Utility for the computerisation of 
PDS is being created. It w — o Omm 
operational by December 201 7. 
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BUDGET SPECIAL Sectors 











Win Some, Lose Some 


The Budget met with mixed response from industry. An analysis of the 
impact on six key sectors for Business Today by Ernst & Young 


Power | 







Customs duty exemption/concessions on import of steam coal, nuclear fuel, 
natural gas used to generate electricity 

^. IMPACT 

Should lead to reduction in input indirect tax costs for power plants and 
consequently operational costs 


Against expectations, customs duty exemptions on import of power 
generation equipment for mega power projects remain 

v INPACT 

Domestic power generation equipment 


PACI | suppliers to suffer as exemptions have made 
Car prices to rise imports cheaper 





Increase | in excise aly rate 





Increase in basic customs duty — | 
and additional customs dutyon — Sunset clause for tax holiday to power 





im ort of luxur Cars generation/distribution extended to March 
dd : T : 2013. Additional depreciation of 20 per cent of 
Will lead to ‘higher input costs and actual cost of new plant or machinery allowed 
higher prices | ^ IMPACT 


Will accelerate fresh investments i in 
Reduction in customs duty rates 
on import of specific parts of electric 








and hybrid cars : Proposal to let external commercial borrowings (ECBs) to 
^ IMPACT : part finance rupee debt of power projects and reduction of withholding tax 
Cost of these cars will fall : rate from 20 to 5 per cent on interest payments on ECBs 
! ^ IMPACT 
: Expected to reduce cost of borrowing and provide impetus 
Against expectations, no to investment in cash starved infrastructure 


additional hike in excise duty 
specific to diesel vehicles 








Positive for diesel car 
manufacturers 


Continuation of weighted 
deduction equal to 200 per cent 
of quain R&D expenditure 





Boost to companies 
engaged in R&D 
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Real Estate 


Increase in indirect tax rates, especially 
service tax, across the board 

v IMPACT 

Will lead to higher indirect tax costs 
for real estate players and impact 
final price for buyers 


Proposal to exempt low-cost housing 
schemes from service tax 

IMPACT 

Could reduce final price for low-cost 
home buyers 


ECBs permitted for affordable housing 
projects 

^. IMPACT 

Could address the liquidity crunch in 
this specific segment 


Retrospective amendments in the law to 


the meaning of terms such as ‘property’, 


and ‘transfer’ 

v IMPACT 

Could adversely affect investment 
environment, including foreign fund 
flow into the real estate sector 








ECB to be permitted for working 
capital requirements of airline 
industry for a period of one year, with 
ceiling of $1 billion 
^. IMPACT 


Will enable them to access low cost 


working capital funds 


Withholding tax on interest 
payments by Indian firms engaged 
in construction of dams, ports, roads, 
etc., on ECBs reduced from 20 to 5 per 

cent for 3 years 

^ IMPACT 
Positive on non-resident lenders/ 
foreign banks, Indian companies 


Specified customs/ excise duty 
exemption provided for parts and 
Wand equipment required by Main- 
tenance Repair and Overhaul (MRO) 
facility centres for aircrafts 
^. IMPACT 
Positive on such MRO centres 





Customs concessions on import of 
railway safety equipment and 
railway track laying machines 

^. IMPACT 
Positive on Railways’ finances 














Retail 
Assurance of reaching br 


to allow FDI up to 51 per cent 
multi-brand retail 








Creates positive sentiment for large 
organised players 





Weighted deduction of 150 per 


ty 


capital expenditure ~ othe era 
for setting up cold chain or ware 
facility for storage of farm pr i ic 








Increase in customs qu n 25.85 





g? 





increase in service tax rate fror 
to 12.36 per cent 





Negative for retailers as input 
service cost will go up includi 
cost of store rentals 
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How 
does Corporate 


S] & 

India feel about Budget mg 5 

. 2012? How will it impact compa- 

nies' costs, pricing, hiring strategies t e B ues 


and expansion plans? Business Today 
commissioned market research firm Ipsos 
for a survey, which quizzed 100 to 
executives across Delhi, Mumbai, 
Kolkata, Chennai, Hyderabad, 
Bangalore and Pune. The 
answers, outlined in the 


charts, tell a solemn tale 







DO YOU EXPECT YOUR COSTS 
TO RISE OR FALL? 81 














Costs 
will rise 


Costs 
will fall 


i e 





HOW WILL YOU TACKLE ! LL YOU INCREASE YOUR —. HOW WILL THE RUPEE BE 
THE RISE IN COSTS? . CAPITAL INVESTMENTS NOW? = AFFECTED VIS-A- 
| |. THE DOLLAR? 


Will pass on costs 
to consumers 


PEDR 
p 





: ! . No change Will depreciate 


TOSH 


— — 


Will appreciate 


SA? 


BY 


Can't say 


Will reduce margins to : 
protect consumers 


GRAPHICS 
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DO YOU EXPECT YOUR 
REVENUE TARGETS TO 
RISE OR FALL? 





Targets 
to fall 


HOW DO YOU EXPECT INTEREST 


RATES TO CHANGE? 


Fon epees 








www.businesstoday.in/budgetcxo | 





| WILL YOUR HIRING STRATEGY CHANGE? 

























: Will hire fewer No change 
people 

.. WILL THE BUDGET IMPACT DO YOU SEE A D 
YOUR PLANS TO RAISE OF REVISED FREI 

.. FUNDS FOR EXPANSION? IN THE RAILWAY B 
| YOUR PR 









| ill raise more funds than planned earlier Yes No Can't say 


.. Will raise less funds than planned earlier 





. WILL INVESTOR SENTIMENT 
BE AFFECTED BY THE 
RETROSPECTIVE AMENDMENT 
.. TO THE INCOME TAX ACT?* 





*The proposed amendment seeks to bring overseas deals relating to domestic assets 
; All figures in per cent 
Source: BT-Ipsos Budget CXO Survey 2012 
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The Man Who Kicked the 
Hornet's Nest 


Dinesh Trivedi won many admirers as railway minister. But he went too far. 
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By SUNNY SEN 


Tagore said (he wanted the country to be one) where the 

mind is without fear and the head is held high... Here the 

head is in the qutter and the mind is full of fear. 
Dinesh Trivedi, former Railway Minster 


inesh Trivedi made an excellent 
impression at Rail Bhavan, the head- 
quarters of the Railway Ministry, 
during the single year he spent in 
charge there. "I have never seen a 
minister who had a better vision for the Railways." 
says a personal secretary who has worked in the 
five-storey building for 23 years. With Trivedi 
unceremoniously sacked at the behest of Trinamool 
chief and West Bengal Chief Minister Mamata 
Banerjee for his temerity in raising railway passen- 
ger fares, the man prefers not to be identified. An 
executive director, who has spent 20 years in the 
ministry, seeking similar anonymity, agrees. "After 
Nitish Kumar, Trivedi was the first railway minister 
who talked about the future of the Railways,” he 
says. "During pre-budget discussions, he looked not 
only at 2012/13. He spoke of what could be 
achieved in the next 10 years.” 





Trivedi's personal style as a minister also won 
him admirers. "He was the only minister who 
moved around with just one peon,” he says. “Very 
often he did not even have a pilot car accompanying 
him when he travelled." The personal secretary 
praises Trivedi's perfectionism. "Everything is so 
neat about him," he says. "He has such immaculate 
dress sense. And you should see his garden. It is 


After Nitish Kumar, Trivedi was 
the first railway minister who 


talked about the future 
of the Railways 
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MAAHAN Railways 














probably even prettier than the 
prime minister's garden." 

All that is very well, but was he 
also naive? Did he not consult 
Banerjee before announcing the 
increase in train fares in his Railway 
Budget? “My leadership knew 
exactly what was coming,” he told 
Business Today. “It was conveyed 
through a bureaucrat close to her, 
an ex-Railways person.” He does not 
elaborate on how she responded, nor 
has Banerjee discussed the matter. 
But her public reaction following the 
fare hike announcement leaves little 
doubt about her feelings. 


Still, knowing well his 
party and his chief's popu- 
list stance, why did he commit 
political suicide? Trivedi's own 
explanation is straightforward but 
inadequate: the Railways needed 
more money to beef up on safety and 
provide better facilities. The 
Railways’ expense outlay for the 
current financial year is 360,000 
crore. "I asked for 345,000 crore,” 
he said at the India Today Conclave 
on March 17. "Pranab (Mukherjee, 
Finance Minister) said ‘I don't have 
the money. I can't do it'." But the 
gain from the hike Trivedi 
announced would hardly have met 
his need. "The price hike would have 
brought in 134,000 to 5,000 crore 
which is a small contribution," says 
Manish R. Sharma, Executive 
Director, Transport and Logistics. 
PricewaterhouseCoopers. "Many 
such steps will collectively contrib- 
ute to the growth." So the mystery 
remains: why did he do it: 

Some suggest that this 
Trinamool Congress member elected 
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from Barrackpore, West Bengal. 
may well have been overly influ- 
enced by Congress leaders, many of 
whom are his close friends. They 
point out that Trivedi started his 
political life in the Congress, quitting 
only in 1990 to join the then newly 
formed Janata Dal. When Banerjee 
first sought his removal, Pranab 
Mukherjee requested her to let 
Trivedi remain in office till at least 
the Union Budget had been 
announced. Sam Pitroda, advisor to 
the Prime Minister, who also chaired 
a committee on the Railways’ mod- 
ernisation, is also his close friend. 
Others claim that when 
Banerjee, who preceded Trivedi in 
the Rail Bhavan, moved to take over 
as West Bengal Chief Minister last 
year, she initially had his colleague 
Mukul Roy appointed in her place. It 
was only Congress opposition to Roy 
that led her to name Trivedi — a 
move Roy and his supporters never 
forgave Trivedi for. “In regional 
parties there is a lot of intra-party 


Trivedi still 
defends his step. 
His explanation is 

straightforward 
but inadequate: the 
Railways needed 
more money to 
beef up on safety 
and provide better 
facilities 








“My leadership knew exactly what was coming. It was conveyed 
through a bureaucrat close to her, an ex-Railways person" 


rivalry," says a close aide of 
Banerjee. "Mukul Roy believed he 
would remain railway minister. 
When he was removed it caused 
automatic enmity." Roy has since 
been given Trivedi's job. 


Trivedi's performance 
as railway minister won 
him respect. He set up several 
committees to improve overall per- 
formance: one each for improving 
railway stations, logistics, safety, 
regulating of tariffs and monitoring 
project implementation. Close aides 
confirm that before the Railway 
Budget he worked late into the night 
with his officials, discussing thread- 
bare the reports on rail safety by the 
Anil Kakodkar Committee and the 
one on modernisation by the Sam 
Pitroda committee. "Trivedi was far 
more managerial and focused in his 
approach than any other minister," 
says Vinayak Chatterjee, Chairman, 
Feedback Ventures. 

Trivedi still defends his step, not- 
ing that rates have to inevitably rise 
at some stage, and the Railways had 
not raised fares for eight years. 
“Tram fares have been increased in 
Kolkata,” he says. “Electricity rates 
have been raised in Kolkata.” He 
also professes not to be affected by 
his tribulations. “It is not the end of 
the road,” he told the Conclave. “We 
can agree to disagree. If she 
(Banerjee) is happy with my head, 
let it be.” What are his future plans? 
“The system is on trial, | am not,” he 
says. “I will play golf with Nandan 
(Nilekani). Let them fight. God help 
Mukul Roy." 


Send your comments to editor.bt@intoday.com 
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The finance ministers who announced the key Budget 
decisions that reformed the Indian economy. 


By SANJIV SHANKARAN 








The budget might put your expectations on hold, however we won't. 
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C. D. Deshmukh, 1954 
BOOSTER SHOT 


n the backdrop of falling prices, 

C.D Deshmukh chose to almost 

double the deficit in a single year 
to boost the economy. The step was 
intended to spur development. 

Deshmukh explained his move 
as one that would be “reflationary 
instead of inflationary”. He felt more 
money in circulation was necessary 
to put private capacity to full use. 

In the colonial era, the annual 
Budget.was largely an accounting 
— exercise. Starting with this one, 
— India's elected Parliament began 
. voting in Budgets with a sharper 
. Political thrust. 





















Morarji R. Desal, 1967 
PRAGMATIC PERFORMER 


he 1960s brought two wars, devaluation of the rupee 
and droughts. India had to import six million tons 
of foodgrain in 1967, of which almost five million 
came as free transfers from other countries, particularly the 
United States. In those circumstances, Morarji Desai, in a 
key departure from the past, advocated nimble industrial and 
import policies in which frontiers of protection kept changing 
depending on the ground situation. Desai's views would be 
internalised by other policymakers later. 
This budget also saw an important change in personal tax 
rules. Any changes in direct tax structure were henceforth to 
be applied prospectively, instead of retrospectively. as before. 
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Y. B. Chavan, 1974 
EARLY REFORMER 


nflation raged, West Asia was in turmoil following the Yom Kippur war and oil prices were 

spiralling. In such trying times. Y.B. Chavan showed courage in lowering tax rates. Well 

before ‘Laffer Curve’ entered popular consciousness, he was convinced that punitive taxation 
was counterproductive as it discouraged voluntary compliance and thereby slowed tax revenue 
growth. He brought down the maximum marginal rate of tax by 20 percentage points from 
97.75 per cent to 77 per cent. The move was to set the template for a key part of direct tax reforms 
in the decades ahead. 


C. Subramanian, 1976 
THE CONSOLIDATOR 


e is remembered for the vital 

political support he provided 

the green revolution as Food 
and Agriculture minister. Less well 
known is that, as Finance Minister later, 
C. Subramaniam also took forward the 
tax reforms started by Chavan. 

Even as the country was reeling 
under Indira Gandhi's Emergency, he 
lowered tax rates further, bringing down 
the maximum marginal rate by another 
11 percentage points to 66 per cent. He 
scaled down wealth tax rates as well. 

Another change he carried out 
would echo over three decades later, 
when Vodafone fought — and won 
— its protracted legal battle with tax 
authorities over the latter's right to tax 
its indirect acquisition of a majority stake 
in an Indian telecom company. It was 
in 1976 that amendments in tax laws 
introduced the concept of source-based 


taxation, the basis of the government's — E 3 
case against Vodafone. —7 io 
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AELL Yesteryears 


PERPLEXING PARADOX 


s finance minister, V.P. Singh is remembered for hounding 

top industrialists and even arresting some of them, Yet this 

was the same man whose 1985 Budget pushed the economic 
liberalisation agenda. 

He introduced industrial de-licensing for some industries and ra- 
tionalised the personal income tax structure, pruning tax slabs from 
eight to four. The 1985 Budget also took a step to plug tax exemptions 
that had led to distortions in the economy, 

Singh, in this Budget, sounded early warnings about India’s dete- 
riorating fiscal health as well. Some of his observations on the limited 
space for manoeuvre a finance minister has on the expenditure side 


ring true to this day. 

















REVOLUTION 
UNLEASHED 


prolessional economist app- 

ointed finance minister alter 

India had to deal with argu- 
ably its worst balance of payments 
crisis. Singh presided over a transfor- 
mation in policy making. The baby 
steps on liberalisation of the previous 
decade were followed by bold steps in 
the face of a crisis. 

In his first Budget, Singh an- 
nounced sweeping changes in the en- 
tire spectrum of economic policy mak- 
ing. Fiscal tools were used to boost 
sunrise industries; software companies 
were given concessions to make them 
internationally competitive. Taxes 
on dividends and long-term capital 
gains were cut. 

Capital market regulator SEBI was 
given statutory powers and private 
sector entry into mutual funds was 
allowed. Stifling controls over interest 
rates were reduced in phases. 































I! 
| = ^ " 
in wom | a PL | 
lodi dr 
7 P 
| Tiii 
a = e j a 4 (EE xo N ` E 
7 "he oe l. PF pm eu V ae i W A O E * pec) 
www $(a24 | Ve- Preset ) 1a the al iT: wy ed Dankina Account 
TAE » n , arij" ` t vo Pre ] iting the e "new S IUD INKING "mE | T 
E ee T SD RTT ——— oe pet See ener 
" L p 1 LP Jo Mi -^ > 
" ss i " m p 
n — is 3 re — =? 


T va T ' | , "Tw X 
1 i — has - IDE U 3g - y E EDS TM 
| + Free cash withdrawals at any ATM worldwide" 
_* Emergency cash assistance of up to US$1000 overseas 


J | Adi, 
" LJ 


Evergreen and flexible rewards 


* Never expiring reward points on your debit card, redeemable for both 
cash and airmiles 


* 1500 bonus points when you avail of the Citibank Rewards Credit Card? 


Make financial decisions easily 


* Research reports and goal-based financial planning tools? 
* A personal banker for better financial planning 


2 Pd To know more and apply, call 1800-22-2484 or 
[m] a SMS BANK to 52484 or visit www.citibank.com/india 


ank and Arc Design are service marks of Citibank, N.A., or Citigroup Inc., used and registered throughout the world. ‘Other banks may charge fees for usage of their ATM fe ih withdrawal over 
h will need to be borne by the client. ‘Terms & Conditions Apply. Subject to Citibank approval criteria. “Research reports are orovided for aeneral information only and nothin 


Vile ae 1&1. 19 Yesteryears 


1997 
RADIATING CONFIDENCE 


f Manmohan Singh had to present a Budget with the economy tottering, 

Chidambaram did so in 1997, when it was on a high, with growth 

having averaged seven per cent for the three previous years. Self belief 
underpinned the Budget proposals, which did much to open up the economy 
even further, while also setting the course for fiscal discipline. 

The most memorable feature of this Budget was perhaps the lowering 
of the maximum income tax rate by 10 percentage points to 30 per cent, 
a level that continues. The Budget created more space for foreign portfolio 
investment, announced that company law would be brought in sync with 
contemporary reality and opened the door for a public debate on ending 
government monopoly in the insurance industry. 

Chidambaram also promised to discipline the government's borrowing 
and followed it through. 





SECOND TIME LUCK Y 


ashwant Sinha missed his tryst with history when he could not 

present a full budget in 1991, as finance minister in the short-lived 

Chandrasekhar government. He made up for it with the Budget of 
1999, as finance minister in the National Democratic Alliance government. 
It was again a difficult time, with sanctions having been imposed on India for 
conducting nuclear tests the previous year. There was also the fallout of the 
Asian financial crisis of the late 1990s. None of this deterred him. 

Fiscal policy was used to boost two key sectors: housing and banks. 
Those who took home loans got significant tax concessions, catalysing a 
housing boom. Public sector banks were incentivised to clean their loan 
book through tax breaks. Sinha also set a new framework for indirect taxes 
by compressing the prevailing 11 slabs of excise duty into three, a template 
that still continues. 

Atasymbolic level, Sinha discarded a British Raj convention of presenting 
the Budget in the evening, and instead did so in the morning. 
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Supershow 


Controversies, brilliant minds, great insights, glamour... this year’s 
India Today Conclave was a riveting affair. 


Waxing eloquent: Henry Kissinger (left) and Salman Rushdie 


The 1 1th India Today Conclave might go down as one of the more controversia 

it will also be remembered as one of the most memorable. The theme this vear wa 
Asian Century: Securing the Global Promise." While social activist Anna Hazare ; 
former US Secretary of State Henry Kissinger enthralled the audience, it was S; 
Rushdie who stole the show. The India-born author tore into Pakistani politician 
lormer cricketer Imran Khan, who pulled out when he realised Rushdie was attending 
the conclave. In fact, Rushdie's inclusion saw some other speakers withdraw as wel 
But, as Aroon Purie, Editor-In-Chief of the India Today Group. said: "We don't endors 

the views of any of the speakers at the conclave, but we strongly believe in the freedon 

expression." Other luminaries in attendance included politicians, business leader 
host of Bollywood stars. Five pages of reports and interviews from the Conclave fol 

more of which can be viewed and watched at conclave.intoday.in 
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Reading the fineprint: Anurag Mathur, Arvind Singhal, Tapati Ghose anc Ajay Jakhar 


Wasted Opportunity 


BT Panel verdict: The Budget missed a great chance to usher in meaningful reform 


here was a sense of disappointment among the 

six panellists who joined BT in analysing 

Budget 2012/13 at the India Today Conclave. 
In the run up to the Budget, expectations of key reforms 
such as FDI in retail were running high, since next year's 
Budget would be too close to the general elections. But the 
majority of the panellists, including BT Editor Chaitanya 
Kalbag, Mail Today Editor Sandeep Bamzai. BT Senior 
Editor Sanjiv Shankaran, Technopak Advisors Chairman 
Arvind Singhal, and N.R. 
Bhanumurthy from the 
National Institute of Public 
Finance and Policy, felt the 
Budget did not recognise the 
seriousness of the opportu- 
nity for reform. 

Increased agriculture 
spending — agri credit was 
raised by {1 trillion to 15.7 5 
trillion (one trillion equals 
one crore) — did not signal reform, said Ajay Vir Jakhar, 
Chairman of the Bharat Krishak Samaj. Jakhar said what 
the sector badly needed was an enabling environment. 

The panellists also felt the Budget failed to give de- 
finitive signals of stability to foreign investors. The pro- 
posal to amend the Income Tax Act with retrospective 
effect, from 1962, may deter foreign investment. It aims 





to enable taxation of mergers and acquisitions involv- (mh 


ing overseas companies with business assets in India. 


The broad consensus was 

that the finance minister's 

fiscal consolidation eflorts 
would go off track 


On the taxation front, the Budget did manage to com- 
pensate for inflationary pressure. With the revised tax 
slabs, it brought in fragments of the Direct Tax Code Bill, 
said Tapati Ghose, Partner at Deloitte Haskins & Sells. 

The housing sector was one of the few with reason for 
cheer. Budget 2012/13 recognised the need for affordable 
housing. said Anurag Mathur. Managing Director of 
Cushman & Wakefield, a realty consulting firm. by allow- 
ing real estate developers to raise funds through external 
commercial borrowings 
(ECB) for low-cost housing 
projects. It has also set up 
the Credit Guarantee Trust 
Fund to ensure better flow of 
institutional credit for hous- 
ing loans. This could provide 
an incentive to prospective 
customers going in for 
affordable homes. 

ECBs will not be enough 
to boost the power sector, said Bamzai. He pointed out 
that the sector was battling multiple issues such as coal 
shortage and infrastructure hurdles, and funding alone 
would not ease the challenges. 

The broad consensus was that Finance Minister 
Pranab Mukherjee's fiscal consolidation efforts and road- 
map to reduce the subsidy burden to less than two per 

cent of the gross domestic product may go off track. 
SHWETA PUN] 


For a video of this session go to 
www.businesstoday.in/budget 
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Heated discussion: (from left) Malvinder Singh, Kaushik Basu, Adi Godrej and Rahul Bajai 


Thumbs Down 


An expert panel found much to be desired in Pranab Mukherjee's 2012 Budget 


f they do not follow good economics, inflation will as GDP will fall well short of the nine p: 
flare up, growth will stagnate, and when the to settle at around 6.9 per cent in 2! 
general election comes, it will not be good poli- fiscal deficit widened from the targeted 
tics." These wise words came from Kaushik Basu, Chief to close to six per cent during the sam 
Economic Advisor to the Ministry of Finance, during Malvinder Singh, Executive Chair! 
a session at the India Today Conclave titled "Budget Healthcare, was the lone voice giving Mu 
2012 Report Card". Formulating good economic benefit of doubt. Singh. who sold 
policies is in the political interest of the Congress-led Ranbaxy, giving a fillip to his interests in | 
United Progressive Alliance government, the econom- and financial services, pointed to the difi 
ics professor concluded. environme! 
But few of the panel- the political 
lists believed Finance ‘on . and economi 
Minister Pranab Formulating good home. “TI 
Mukherjee had given eco- economic policies is in the Ministei 
nomics precedence over li anie | á , | systematic 
politics in his Budget. po itica interest oft s inclusive and 
Kicking off the session, UPA government” growth,” he 
Bharatiya Janata Party Adi Godr 
(BJP) leader Arun Jaitley of the God 
termed the decision to noted that th 
cap subsidies at two per cent of GDP unrealistic. In services tax (GST) had been languishing 
the last Budget, the subsidy bill actually overshot three years. “That alone would have 
the target by nearly 37 3,000 crore. 1.5 totwo per cent to our GDP.” he said 
Rahul Bajaj, Chairman of the Bajaj Group, ques- Basu felt it was still possible for the 
tioned the projected ‘Budget figures’, especially the achieve nine per cent growth in the 
gross domestic product (GDP) growth rate of 7.6 per three years. If that happens, the UPA gox 
cent and the fiscal deficit ceiling of 5.1 per cent for be able to dismiss the charge of being ovi 


2012/13. “One worries whether the numbers are about Budget numbers. 


achievable,” said Bajaj. His scepticism is justified 


For a video of this session go to 
| www.businesstoday.in/conclave-basu | 
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Kirthiga Reddy | Facebook India 
Rajan Anandan | Google India 


The Future is Mobile 


irthiga Reddy and Rajan Anandan, 

the India chiefs of Facebook and 

Google, respectively, took part in 
an illuminating session on the future of 
the Internet in India. They also had an 
intense discussion on whether the compe- 
tition between the two Internet giants 
would be the marquee corporate battle of 
the future. “Both want what the other 
has," is how moderator Kallie Purie de- 
scribed the two companies. 

Anandan said that of the next billion 
Internet users, he expects over 200 million 
to come from India, mainly as mobile 
users. Without specifying a number, he 
said that a substantial number of visitors 
on Google's video sharing website. 
YouTube, came from the mobile web. 

Reddy spoke about the tremendous 
progress Facebook has made in becoming 
available to more and more Indians in lo- 
cal languages. She also highlighted how 
the social networking site is empowering 
rural communities, particularly over mo- 
bile devices. She cited the case of turmeric 
farmers in Sangli, Maharashtra. who re- 
versed a price drop using Facebook. 

Underlining the power and reach of 
the web, Anandan suggested that 
YouTube is India's most powerful "youth 
channel" and entertainment distribution 
medium. "Todav, there are over 5,000 
full-length Indian movies and half a mil- 
lion songs on YouTube. Every month 
there are over 25 million unique visitors 
to the site.” 

)ioth Reddy and Anandan said their 
companies were not only competing but 
also co-operating. "It is in everybody's in- 








Facebook is becoming available to 


terest to get more people online." said more and more Indians in local 
Anandan, noting that e-commerce in |: — J 1 Y T l | =e — 
India crossed the $6 billion mark in 201 1 anguages, while rou u € Nas OVE! 
and should go up to $9 billion this year. 5.( Y X) full-length Indian movies. 
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Interview 





www.businesstoday.in/kurzweil 


[ Ray Kurzweil I Futurist ] 


“Technology has always been a 
double-edged sword” 


Renowned futurist RAY 
KURZWEIL held the audience 
spellbound with his account of 
how far information technol- 
ogy has progressed and how 
far biotechnology is likely to 
progress. Kurzweil also spoke 
about how he reversed his dia- 
betes and eliminated his ge- 
netic predisposition to heart 
disease. KUSHAN MITRA inter- 
viewed him after his address. 


You predicted the rise of 
information technology 
decades ago. But doesn't 
the advent of new 
personal electronic 
devices amaze you? 

I am continually amazed 
when these things happen, 
the fact that I predicted 
them does not take away 
from that. The fact that we 
have access to all the 
world's knowledge at our 
fingertips, nobody would 
have believed that 30 years 
ago, but I had predicted that 
as well. 





Do you believe that the 

progress of IT has also 

made our lives more 

complicated? 

Well, the technologies that succeed are the technologies 
that meet human needs. For every product or technology 
that succeeds there are a hundred that do not. The 
phone succeeded because it met our basic human need 
for communicating. Complicated, yes, but that is not 
necessarily a bad thing. IT might make things more 
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"The technologies that 
succeed are the 
technologies that meet 
human needs." 


complicated but it also pro- 
vides more opportunities. 


You said that the human 
brain is wired to think in 
linear fashion. Do you be- 
lieve that the progress of 
technology can make 
people, particularly poli- 
ticians, scared? 
Embryonic stem cells are a 
kind of special case that be- 
came a religious and ethical 
issue. The other thing 
wrong with embryonic stem 
cells is that there are not 
very many of them. You 
want your own DNA, not 
DNA from an embryo. That 
particular controversy, sci- 
ence has worked its way 
around. You can now take 
your skin cells, add four 
genes and produce some- 
thing equivalent to an em- 
bryonic stem cell but with 
your DNA in it. Those op- 
posed to embryonic stem 
cells are not opposed to this 
because there is no destruc- 
tion of an embryo. 

That said, there are dis- 
advantages to technology. 
In biotechnology we are pro- 
gramming our way away from disease but it could also 
be used by a bioterrorist to make a virus more deadly. 
There are things we can do about it — we can have ethi- 
cal standards, we can have rapid response systems that 
can detect when a terrorist tries to do this. It is compli- 
cated, but then technology has always been a double- 
edged sword. 
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Indians Still Welcome 


ince Cable, Britain's 

Secretary of State for 

Business. Innovation 
and Skills, is a self-confessed 
Indophile. "My first visit to 
India was in 1965, with a 
group of friends. We drove 
down - in fact, ours was the 
last vehicle permitted across 
the India-Pakistan border be- 
fore the start of the 1965 war. 
And we were arrested in 
Pakistan because we were sus- 
pected of being Indian spies,” 
he said, soon after taking part 
in a session at the India Today 
Conclave. Cable and Kapil 
Sibal, Union Minister for 
Telecommunications and 
Human Resource Deve- 
lopment, took part in a discus- 
sion on whether capitalism can 
be compassionate. 

On a rather rushed visit to 
India, his 25th, Cable pro- 
moted a ‘Britain is Great’ cam- 
paign. This is an important 
year for the country as it gears 
up to host the Olympics in 
London this August. 

The minister said he and his 
colleagues in Britain's 
Conservative-Liberal Democrat 
coalition government are work- 


ing hard to get to the bottom of some of the underlying 
social problems in the country. Britain saw its worst riots 


in decades last year. 


Cable also agreed that the economic crisis hit the 
United Kingdom (UK) hard, leaving the present 
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“There is more direct 
investment into the UK 
from India than the rest 


of Europe combined” 
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the earlier regime. “We are 
trying to turn austerity and 
necessary fiscal discipline into 
economic growth,” he said, 
adding that Indian businesses 
are playing a vital role in that 
economic redevelopment. “We 
have over 700 Indian 
businesses in the UK. There is 
more direct investment into the 
UK from India than the rest of 
Europe combined,” he added. 
“And it is not just the large 
companies such as the Tatas 
which are coming, but also 
entrepreneurs. Indian 
businesses are playing a bigger 
role in the British economy, 
because we provide a skilled 
workforce, a deregulated 
environment and competitive 
tax rates.” 

On the new immigration 
policies announced by the 
British government, Cable 
stressed that the country's 
doors were still open to Indian 
students, “It is not true that we 
are not allowing Indian stu- 
dents to come. In fact, if they 
are qualified, we want more of 
them to come and the Study to 
Work rule remains for gradu- 
ate students.” 


That said, Cable agreed that the British government 
has generally tightened immigration rules, “It is, for ex- 


ample, much tougher to come in as an overseas worker. 


government to deal with a massive deficit inherited from 
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But even there, if people are highly qualified and have a 
required skill set, they are still welcome,” he said. € 
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By NILAV BOSE and SANJEEV MEHRA 


EXECUTIVE SUMMARY: Ram Karuturi, 
CEO of Karuturi Global, had already made 
his company the world's largest cut flower 
exporter. But he was also passionate about 
agriculture and wanted to make it big in 
the sector. In April 2008, the Ethiopian 
government offered him more than 
300,000 hectares of land at a favourable 
price to grow food crops. Ethiopia, which 
faces huge food shortages. also has large 
tracts of undeveloped lands, but lacks the 
funds to make productive use of them. 
Ram Karuturi accepted. Food crops, 
however, were a new area for him. 

Huge investments were also needed. 

This case study, by the London School 

of Business, explores the problems the 
company faced and how it continues 

to tackle the challenges. 


n April 2008, Ram Karuturi, 
CEO of Bangalore-based 
Karuturi Global, received a 
proposal to set up an agricul- 
ture farm in a remote corner 
of western Ethiopia. The 
Ethiopian government was 
offering Karuturi more than 
300,000 hectares — an area more 
than seven times the size of Mumbai 
— at favourable prices to grow food 
crops. Ethiopia and its neighbouring 
countries faced food shortages. but 
had an abundance of undeveloped 
land. However, Karuturi had no prior 
experience with food crops, let alone 
farming on such a large scale. 
Outsized investments would also be 
needed to bring this land to produc- 
tion, and the risks were immense for 
the middling 1395-crore company 
Karuturi Global was then. The land 
oflered bordered war-torn Sudan and 
had little infrastructure. However, 
success would make Karuturi one of 
the largest food producers in the 
world in a few years. 

The company was not new to 
such growth prospects. Incorporated 
in 1994, Karuturi had become the 
world's largest cut rose producer by 








2008, exporting about 1.5 million 
stems of 40 different rose varieties a 
day to Japan, Australia, South-East 
Asia, West Asia, Europe and North 
America. It was no novice in Africa 
either. Most of its production came 
from two African countries — Kenya 
and Ethiopia. In about 15 vears, the 
company had broken into the mature 
rose market dominated by European 
farmers, capturing about nine per 
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"India is 
increasingly 
being seen as 

a constraint to 
growth by Indian 
entrepreneurs" 


NIRMALYA KUMAR 

Professor of Marketing & Co: 
Director, Aditya V. Birla India 
Centre at London Business School 






TOT a Karuturi Global — 


——— is an inspirational 
entrepreneurial story. It 
demonstrates that entrepreneurs are high 
on imagination even if low on resources, 
in contrast to large corporates. They 
chase opportunities that large firms 
would find impossible to pursue. Going to 
Africa and that too the war-torn border of 
Ethiopia, in order to farm roses and later 
other agricultural products would seem a 
bridge too far for most. Whether Karuturi 
succeeds or not will depend on his ability 
to garner the capabilities needed fast 
enough to execute these projects, 
maintaining a positive cash flow. And, of 
course, good luck never hurts. 

At present, the firm does not have the 
capabilities to execute this expansion. But 
then entrepreneurs rarely do when 
embarking on a new venture. For 
Karuturi, it is essential to map the needed 
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capabilities in terms of assets, processes 
and knowledge. Next he must ascertain 
which of these competencies exist within 
his firm and which have to be built. 
acquired or partnered, and from where. If 
he can manage this fast enough to meet 
his financial obligations, he will succeed. 

Risk appetite has to be matched by the 
capacity to quickly learn and absorb 
execution skills. Previously, with his roses 
business in Africa, he has demonstrated 
the ability to do so. 

Finally, what is apparent from the 
case study is that working within India is 
increasingly being seen as a constraint to 
growth by ambitious entrepreneurs. 
Unlike in China, the infrastructure often 
puts a cost penalty on firms desiring to 
use India as a global platform. As a result, 
entrepreneurs seek overlooked, unknown 
destinations to realise their dreams. 





stances, Karuturi took the bold step 
of shifting production to Africa, 
starting in Ethiopia in 2005. He 
chose Ethiopia over Kenya — then 
the established rose production cen- 
tre — as it had the same favourable 
climate as Kenya, but being less de- 
veloped had lower establishment 
and operational costs. Moreover, 
Ethiopian exports to Europe were 
exempt from customs duty. 
Karuturi's decision to move into 
Ethiopia was fraught with risk. The 
company had no prior experience of 
operating on foreign soil and that 
too in an African country about 
which not much was known to in- 
vestors, Given this uncertainty, the 
company was very cautious 
and spent a good deal of time 
on due diligence. “We de- 
cided to invest 120 lakh, and 
I| had at the back of my mind 
that the day I lost 118 lakh, I 
would go home without 
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thinking much about anything.” 
Karuturi now says. 

By 2006, Karuturi Global had 
managed to fully operationalise its 
first facilities near Addis Ababa and 
was looking at acquiring additional 
sites in the area for expansion. At this 
stage it got a chance to acquire one of 
the world's largest standalone rose 
farms — Sher Agencies. A Dutch 
family-owned rose producer was of- 
fering 188 hectares of its greenhouse 
assets in Naivasha, Kenya, which it 
had set up in the 1990s. After 
months of due diligence and negotia- 
tions, Karuturi finally bought out the 
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assets for $67 million in September 
2007, and in a single move became 
the largest producer of cut roses in 
the world producing over 650 mil- 
lion stems a year. 

Karuturi now had about 240 
hectares of greenhouses producing 
roses in Kenya, Ethiopia and India. 
Revenues had reached $100 million 
for the first time with overall operat- 
ing profit margins of over 35 per 
cent. With floriculture accounting for 
97 per cent of the revenues, the com- 
pany was looking to diversify and 
was already operating a small food 
processing unit for gherkins near 
Bangalore. It was also putting in 
place plans for the next phase of 
growth in Ethopia. 

It was at this time the Ethiopian 
government offered Karuturi Global 
300.000 hectares of virgin land rich 
in organic content on a 50-year lease 
at Gambela province of Western 
Ethiopia at an unbelievably low rate 
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"Karuturi did 

not become the 
largest rose 
exporter by fluke 
but by strategy, 
hard work" 


PRADIPTA K.MOHAPATRA 
Chairman and Co-Founder, 
Coaching Foundation India 
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UNANSWERED QUESTIONS, 


month ago, the Ethiopian 

Ambassador to India was in Chennai 
to appoint an honorary consul as well as 
to seek investments for Ethiopia. Though 
puzzled about investment opportunities 
in Ethiopia, I did attend the meeting, 
where the Ambassador invited Ram 
Karuturi to narrate his experience. His 
gripping story electrified the audience, 
leaving many listeners keen to replicate 
his success. Karuturi came to the dais an 
unknown Indian and went back a hero. 

Will Karuturi make it or not? His 

earlier dream of becoming the largest cut 
rose exporter in the world is now a reality, 
There remain many unanswered 
questions about some of his projects - 
why did the previous Dutch owner agree 
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rose exporter by fluke but by strategy. 
hard work and tenacity. He will also 
make it in the food farming business. 
Karuturi is already acknowledged as 
an adopted son of Ethiopia. He seem to 
have a clear roadmap for the new project 
too — a combination of growing short- 
cycle crops and long-cycle crops as well 
as using technology to drive operating 
efficiencies. There is enough of a market 
for food in Ethiopia and the western 
countries with which Ethiopia has 
preferential trade arrangements. But 
there are questions such as how quickly 
will Karuturi put together a managerial 
team, be it from Ethiopia or elsewhere. or 
how well he will leverage his learnings 
from the flower business into foodgrain: 
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of about $245 a week. It was located 
on the banks of the perennial Baro 
river, making the entire offering very 
favourable for the company. 

The low cost of the land. how- 
ever, reflected the risk inherent in the 
investment. It was located in the re- 
mote under-developed western cor- 
ner of the country, close to the Sudan 
border with an uncertain security 
environment that required military 
protection. Until 2010, the area was 
connected to Addis Ababa by only a 
mud road. Gambela airport, the only 
port of access for investors was 
merely a small airstrip with a shed. 
With Ethiopia being land-locked. the 
Baro river was the only avenue 
available for transportation but 
this waterway was not devel- 
oped and required travelling 
through areas with high se- 
curity concerns. 

Yet amid these concerns 

Karuturi saw opportunity. 


to sell the farm to Karuturi? How did 
Karuturi leverage $67 million to buy it: 
Well, Karuturi did not become the largest 


Karuturi roped 
in n hio iers 

wn h-tech 
mach inery for 
his farms 


He wanted to develop the area as an 
agri-economic zone with sugar facto- 
ries, oil processing plants, rice mills 
and other food processing facilities on 
site. Joint ventures with established 
companies in each sector with spe- 
cialised knowledge and organisa- 
tional infrastructure would form the 
optimal route. Karuturi's own contri- 
bution would be in the areas of 
project implementation and execu- 
tion, land development, and in facili- 
tating the joint ventures by bringing 
in investors and companies. Areas 
would be developed in phases with a 
mix of short cycle crops such as maize 
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Karuturi is young, ambitious, yet 
humble. I will bet on his success. Not 
tomorrow, but over the next decade! 


and sugarcane to generate revenues 
towards investments in long-cycle 
crops such as palm oil which has a 
seven-vear gestation period. The 
power to operate the planned facili- 
ties would be generated through a 
mix of hydroelectric power plants 
and rice husk and bagasse — a by- 
product of the sugar production 
process-based power units. Capital 
would be raised through a mix of 
equitv and debt offerings to both do- 
mestic and foreign institutions. 

Bv the end of 2009, Karuturi had 
begun land development in Gambela 
and in 201 1 the company planted its 
first crop of maize, the easiest short- 
cycle crop possible in the area. 
Karuturi began with a conservative 
approach to the development of the 
Gambela land. With cost control 
firmly at the centre of its resource 
strategy, the company initially in- 
tended to procure low-cost farm ma- 
chinery from suppliers in India they 
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driving influence of his life at this mo- 
ment. And like never before in its 


z iq — Naivasha 
= | nya F l l existence of 17 years, his company 
: | | 200 hect tares now has an opportunity that very 


few corporates of its size get. If the 
= A Pir Gambela project is executed well, 
"28 a ivi Karuturi will be one of the 10 largest 
RNARO: food producers in the world. It will be 
PIT Em PROBES a major producer of sugar and have 
its own brand of palm oil. There have 
been Indian companies like the Tatas 

n B that have made strategic acquisitions 
to gain global scale and outreach, but 
on site in Gambela, there has there are few examples of Indian 
been criticism that many of its companies generating scale through 








= current managers have no expe- such large scale greenfield develop- 
rience in industrial farming and ments which are seen as high risk 


this is leading to many incorrect de- ventures. In this context, the com- 

E cisions, lost revenues and increased pany faces a clear challenge: it has to 

: costs. Karuturi now plans to hire operate on scale to have a good 
were already familiar with and de- consultants with industrial farming chance of recovering its large initial 





ploy these. But it soon realised that experience from countries such as investments and develop a sustaina- 
Indian farm equipment was never the US and Uruguay. ble production model. but at the 
designed to operate large-sized farms. But even the best strategies can same time it is constrained by its lack 
It was more suitable for single family be brought to nought by the vagaries of experience in industrial farming. 


farms. After spending millions on of nature. Since the land adjoined the Managing cost will be critical going 
equipment that lies largely unused Baro river, the company, to guard ahead and so will be raising of funds. 
today, Karuturi changed strategy in against floods, had spent a lot of time The company recognises its chal- 
2010 and began roping in suppliers and money building dykes along the lenges and is working on reducing 
such as the Us-based John Deere entire stretch prior to planting its first risk in its development plans. Says 
which already had vast experience crop. Even so in September 2011, a Karuturi: “A big motivation for tak- 
and high technology machinery few weeks before the harvest, the ing up this project was the Ethiopian 
products to serve industrial farms. It area experienced floods that were famine in 2008 when the project was 
placed orders for large tractors and stronger than in recent memory. offered to us. We believe. with this 
heavy duty ploughing, seeding, wa- Despite the dykes they wiped out project, we can alleviate the shortage 


tering and harvesting equipment. crops that would have produced of many food crops in the country. 
Though servicing issues have not yet 50,000 tonnes of maize and delayed 

entirely disappeared, the changed the project's first revenues. Was Karuturi right to take up the 
strategy led to an immense and im- The stock market has been quick project? Has he bitten off much more 
mediate gain in efficiencies. to pick on these execution risks. than he can chew? Can Karuturi achieve 


Attracting skilled labour has been Karuturi Global's stock price has his dream of making Karuturi Global 
another serious challenge — while tanked. Says Karuturi: "I did not one of the largest food producers in the 
there is enough local labour availa- think the high valuations in 2010 world? Send in your views to btcasestud- 
ble, it is largely unskilled in modern were justified. We are a food pro- ies(@intoday.com. The best response will 
farming. Karuturi thus has to spend ducer, not an Internet start-up. At win a book by Professor Nirmalya 


a good deal of time training his work- the same time current valuations are Kumar, Co-director of the Aditya Birla 
ers. At the managerial level, though also unjustified.” India Centre at London Business School. 
the company has been able to find Karuturi's passion to become a Full version of the case study at 


talented people willing to spend time global food producer of scale is the www. businesstoday.in/casestudy. 
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PRO AM OF CHAMPIONS 201; 


Perfect Impact 


A captivating final brings the 17th BT-Honda Pro-Am of Champions 2012 to an end. 
By ANAND J 
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Sharmila Nicollet, India's No. 1 female professional golfer, tees off; she was the 2nd runner-up among pros 
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bad day at golf is better 

than a good day at the 

office.” said Suresh 

Divyanathan, Partner- 
Lawyer at Oon and Bazul, a 
Singapore law firm. He was one of 
the 150-odd golfers at the national 
finals of the 17th edition of the 
Business Today-Honda Pro-Am of 
Champions 2012 on March 3 and 4, 
and his comment summed up the 
feelings of all those present. 
Irrespective of how they fared, they 
enjoyed themselves. The regional 
legs of the tournament, the oldest 
Pro-Am in India, had been held ear- 
lier at Chandigarh, Kolkata, 
Bangalore and Mumbai. 

The venue on the first weekend 
in March was the ITC Classic Golf 
Resort, nestled amid verdant wheat 
and mustard fields in Manesar, about 
70 km from Delhi, With the Aravalli 
range in the backdrop, and peacocks 
roaming freely on the grounds, the 
200-acre undulating course was a 
delight. 

This time too, as in last year's 
tournament, female professional 


golfers joined the corporate honchos 
at the course. Each four-member 
team comprised one professional and 
three corporate enthusiasts. The 
professionals included India's top 10 
female golfers, including the No. 1, 
Sharmila Nicollet, along with some 
of their counterparts from Indonesia. 
Thailand, Malaysia and Brunei. 

Vivek Mehta, CEO, Callaway 
India, a leading golf equipment com- 
pany, attended the event despite 
high fever. "My wife asked me not to 
go, but how could I miss a wonderful 
day of golf," he said. Sundeep 
Bhandari, Chairman, Corporate 
Advisory Board of Cairn India, said 
he had enjoyed his game thor- 
oughly, but added, shrugging: “I am 
not progressing, though." 

One who seemed to have pro- 
gressed remarkably was Varun 


Berry, who quit as the head of 


PepsiCo India's food division just two 
days before the tournament. He hit a 
230-vard shot at Hole No. 1 that 
would have put pros to shame, but 
said: "This is once in a while shot, a 
fluke. I just practice once a week." 


ANKLIN TEMPLETON 
INVESTMENTS — — 





Players pose before teeing off at the associate sponsor 
Franklin Templeton Investments hole 





Smriti Mehra, one of India's top 
female pro golfers, tees off 





Vijay Chauhan, CMD of Parle 
Products, makes a putt 





India's Neha Tripathi, Ist runner-up 
among pros 
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“Though we don't play 
for a livelihood, we still play 
to compete. It is the best way 
to stay fit.” said Rajeev 
Tiwari, Director, Canon 
India, who spends around 
five hours at the course on 
every holiday. “But ulti- 
mately, winning doesn't 
matter. It is fun.” For Dilip 
Trivedi, Additional Director 
General, Indo Tibetan Border 
Police, golf helps expand his 
social circle. “Apart from 
making new friends, you also 
run into your old friends,” 
he said. 

The executives also 
learnt more about the game 
by interacting with the pros. 
“We can't hit like the pros, 
who practise hitting the balls 
1,000 times a day,” says 
Nanda Kishore, winner of 
the Bangalore leg of the tour- 
nament, who heads Solution 
Development at Wipro 
Technologies. "But we got a 
lot of tips from them. Playing 
with them has helped us a 
lot." Top industry leaders 
seen in action included Vijay 
Chauhan, Chairman and 
Managing Director of Parle 
Products, Siddharth 
Shriram, CMD of Mawana 
Sugars, and Vijay Dhawan. 





Members of the runners-up team with ITC Hotels' 
Ranjit Kaul (2nd from L) and Franklin Templeton's 
Avnish Bhatnagar (3rd from L) 
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Aroon Purie, Editor-in-Chief, India Today 
Group, with runner-up Neha Tripathi 





Charu Sharma, the master of ceremonies 
on stage at ITC Maurya 
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Kanwaljit Cheema tees off; he won the 
overall longest drive award on Day 1 


Director of Mazars. 

The game was followed by a 
glitzy awards ceremony at the ITC 
Maurya. Host Charu Sharma, the 
well known sports TV personality, 
kept the audience in high spirits 
with trademark wit in his infor- 
mal presentation. Music band 
Peter Cat Recording Co. enter- 
tained the gathering. The total 
prize money for this year's tourna- 
ment was 310 lakh. Among those 
who gave away prizes were India 
Today Group Editor-in-Chief 
Aroon Purie, CEO Ashish Bagga, 
Managing Director Anil Mehra, 
and Seki Inaba, Director, 
Marketing, Honda Siel Cars India. 
Congratulating the winners, 
Inaba expressed his happiness at 
Honda's association with the 
tournament for the sixth consecu- 
tive year. Also present was 
BT Editor Chaitanya Kalbag. 

The team comprising 
Kulwinder Singh, Jasjit Singh, 
Ravi Khanna and Ankita Tiwana 
came out on top with 111 points, 
seven points ahead of runners-up 
Ravi Shankar Singh, Himanshu 
Kohli. Ravi Nath and Neha 
Tripathi. Tiwana, a prolessional, 
thanked BT for the opportunity 
and said she looked forward to 
playing in the tournament again. 

In the individual category, 
winners included Greesh Bindra 





Members of the winning team with Seki Inaba 
(1st from R), Director, Marketing, Honda Siel 
Cars India 





Aroon Purie with Junthima Gulyanamitta of 
Thailand, the overall winner among the pro golfers 





Anil Mehra (L), Managing Director, India Today 
Group, with Greesh Bindra, individual winner in 


the 19-24 handicap category 


(19-24 handicap), Sheila Sangwan 
(11-18) and Ravi Shankar Singh 
(0-10). Among the pros, the winner 
was Junthima Gulyanamitta of 
Thailand, while Tripathi and Nicollet 
finished as first and second runners- 
up respectively, Indeed the winner 
was decided by a fascinating play-off 
at the 18th hole between 
Gulyanamitta and Tripathi, both of 
whom, at the end of play, were tied 
at the top with 140 points each. 
Gulyanamitta won with a birdie. 
“I am extremely happy to have 
had a dream start to my cam- 
paign in India. I liked the 
course here and would love 
to play more here." she 
said. "It would have been 
good to finish in winning 
place, but I did my best for 


A Honda Brio on display 


Music band Peter Cat Recording Co. 
performing during the awards ceremony 





CHAMPION: 





Anil Mehra with Ravi Shankar Singh, membe: 
of the runners-up team, as well as individual 


winner in the 0-10 handicap category 


two days and that satisfies me the 
most," said Tripathi, who shot 
72 and 68 over the two days. Thirty- 
live participants won a trip to Dubai 
with their families, courtesy the 
event's international destination 
partner, The Address hotel. 

Said India Today Group's Mehra, 


who also took part in the event: "Golf 


is a game of coordination, rhythm 
and race. Our event brings out the 







best of the best and presents a uni 
platform for top business lead 
play with top women golfer 
went on to describe golf as a g 
“a series of tragedies obscur 
miracle (the hol: I 
Delivering the vote of thank 
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The Fortune Tellers 


For a select few, the key to predicting 
vw price movements lies in reading horoscopes, 
says Geetanjali Shukla 








ince time immemorial, 

human beings have 

sought the help of sooth- 

sayers to get a glimpse cf 

the future. But can these 
fortune tellers really tell us which 
way stock markets will move, or are 
they just dabbling in voodoo science? 
BT met three such clairvoyants to 
find out. All three claimed they could 
tell how stocks will perform — by 
reading the stars, cards, birth charts 
and so on. 

Rajiv Karekar, 49, is a general 
surgeon in Thane, near Mumbai. He 
has developed software that predicts 
the movements of the National Stock 
Exchange's Nifty index. Karekar says 
he can predict its intra-day move- 
ments with 80 per cent accuracy. 
and 85 per cent accuracy over the 
longer term of two to three months. 
The doctor, who spent six years de- 
veloping this software, draws up 
predictive graphs of the Nifty for a 
week's five market days. These are 
popular among intra-day traders. 
Longer-term traders prefer his two- 
and three-month predictions. 

"The best part of the graphs I of- 
fer is that there is nothing left for in- 
terpretation. Investors have a con- 
crete graph based on which they can 
decide their trading strategy." says 
Karekar. The doctor-turned pro- 


Hemmangi Kinwatkar's predictions 
State Bank of india: Starting end-March its stock will 


rise over three to five weeks. 


Reliance Industries Ltd: Stock will be stable in the 
first week of April and underperform in the second 
and third weeks. Good long-term investment. 


Ashriya International: Good long-term prospect. 


Hemmangi Kinwatkar 
(facing page) uses 
a combination of 
numerology, Tarot 
cards and horoscopes 
to advise clients on 
trading in stocks 





grammer-turned forecaster bases his 
graphs on birth charts of the Nifty 
and the country. The country's birth 
chart is based on the time and date 
that it gained independence, while 
the index's birth chart is based on the 
day and time that it started trading. 

Hemmangi Kinwatkar, 38, is 
another who foretells stock move- 
ments. "I use a combination of nu- 
merology, Tarot cards and horo- 
scopes while advising my clients on 
how to trade on the stock markets," 
she says. 

Jaipur-based Ajay Jain recom- 
mendis stocks based on planetary 
movements. The retired lieutenant 
colonel bases his predictions on 
Medini Jyotisha, one of the sub-divi- 


sions of Vedic Jyotisha. This branch _ 


of astrology is used to predict events, 
natural calamities, and prices based 
on the horoscope of a region, such as 





a state or a country. “When I recom- 
mend a particular stock, [look at the 
promoter's birth chart. the compa- 
ny's birth chart and the company's 
counterparts’ (rivals ) birth charts,” 
says fain. 

Ask the soothsayers how they 
draw their conclusions about the 
markets and a veil of secrecy de- 
scends. While fundamental analysts 
focus on financials, policy decisions, 
company/sector-wide developments 
and so on, these advisers base their 
predictions on birth charts and cor- 
relations between stock prices and 
planetary movements, among other 
things. For example, they believe 
well-placed planets tend to vield price 
increases. And that negative vibes 
from bad planets. such as a square 
(90 degree) aspect from Saturn. will 
push the share price down. 

Some of the correlations are 
downright bizarre — the sun is said to 
govern the stock performance of 
public sector unit stocks: Venus is 
said to influence media and sugar 
stocks. Others are plain common 
sense with a fair sprinkling of astrol- 
ogy and soothsaying. "Companies 
that sell daily-use goods like tooth- 
paste will never go out of business. 
Nor will service providers like banks. 
It is always a good idea to invest in 
them." says Kinwatkar, 


Ajay Jain's predictions for Q1 of fiscal 2013 


Stocks: Sensex and Nifty will hit a 52-week high 
in May. High volatility in June. SBI, HPCL, Sintex 
Industries and Voltas will give 12-22 per cent return. 


Rupee: Will be around 48 to the dollar by June. 


Gold and Copper: Gold prices will rise five to seven 
per cent. Copper will appreciate five to 10 per cent 
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Rajiv Karekar claims 
he can predict the Nifty's 
intra-day movements 

with 80 per cent 
accuracy, and for the 

longer term, with 
85 per cent accuracy. 
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Rajiv Karekar's Nifty Graph 
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For those who follow the sooth- 
sayers though, it is often just an ex- 
tension of their belief. "When we 
make our biggest investment in life 
- marriage — with the help of astrol- 
ogy, it is only natural that we extend 
it to monetary investments," says an 
official with a large private sector 
bank, speaking on condition of ano- 
nymity. The 40-year-old banker has 
been consulting Hemmangi for a year 
about personal and financial matters. 


"My portfolio consisted largely of 


auto scrips. She recommended that 1 
add banks and go negative on petro- 
chemical stocks." 

Another investor, a pilot with an 
Indian airline, uses a mix of astrology 
and technical analysis before making 


* 
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an investment. "First I see what as- 
trology has to say, then I look at the 
technical side and decide whether to 
delay my position or trade immedi- 
ately.” he says. He believes astrolo- 
gers are generally right about market 
movements. “They may be off by a 
few points, but the timing of the fall 
or rise is accurate 95 out of 100 
times," he says. 

Investors relying on astrology to 
play the markets is not a new phe- 


nomenon. In the United States, W.D. 
Gann is supposed to have used astrol- 
ogy to forecast stock prices as far back 
as in the 1920s. Incidentally, one of 
the techniques he developed. Gann 
angles, is widely used by traders even 
today. Louise McWhirter, another 
astrologer, is said to have prepared a 
horoscope for the New York Stock 
Exchange in the 1930s. Grace 
Morris, also an astrologer, has been 
organising "The World Conference of 
Astro Economics' since 1988. The 
meetings see like-minded 'astro econ- 
omists' as they call themselves, dis- 
cussing the impact of star alignments 
on stock markets and the economy. 

More and more Indians are in- 
vesting in the markets. About five per 
cent of Indian household savings — a 
little over 345,000 crore in 2010, 
according to the Reserve Bank of 
India — go into stocks and bonds. And 
the number of people seeking invest- 
ment tips based on astrology and 
other such belief systems is also on 
the rise. Kinwatkar says about a third 
of her clients seek stock market-re- 
lated advice. Jain claims that corpo- 
rates, banks and mutual funds are 
among his major clients. He charges 
anywhere between 37.000 to 37 
lakh, depending on how personalised 
the service is. 

Karekar says he is going slow 
promoting his Astro Stock Forecast 
software. He currently has 20 clients, 
mostly day traders, who have been 
buying his short-term and long-term 
graphs on a regular basis for the last 
six months or so. The astrologer 
charges between 11,000 and 35,000 
for them. 

Considering that millions of 
Indians — from those about to plunge 
into matrimony to those seeking po- 
litical office to those about to launch 
business projects — base their deci- 
sions on astrological forecasts, it 
perhaps is not surprising that inves- 
tors, too, are doing the same. But is 
their advice sound? Perhaps only the 
stars can tell. & 





Send your comments to editor.bt@intoday.com 





teve Jobs may be no more, but 

that has not stopped Apple 

from continuing to redefine the 
way we use, or rather look at, com- 
puting devices. Apple’s recently un- 
veiled iPad 3 has an onscreen resolu- 
tion of 2048 x 1536 pixels, packing 
in 246 pixels per inch, almost 
10 pixels to a millimetre. Compare 
this to a high definition television 
(HD TV), which has a resolution of 


1920 x 1080 pixels. 
So a tablet with a 9.7 
nal screen will display a sharper and 
better image than a 55-inch HD TV. 
right? Little wonder that Apple's 
marketing slogan calls the new iPad 
resolutionary'. The irony, however, 


-inch diago- 


is that the new iPad's display is made 
by, among others, Samsung, one of 
its main rivals in this space. 

The display technology Apple 
uses is called the 'retina display' and 


was first showcased by Apple on the 
iPhone 4, which actually has denser 
pixel packing than the new iPad 
(326 pixels per inch). What these 
terms mean is that the displays are 
so sharp that humans with normal 
20/20 vision will not be able to 
resolve individual pixels from an 
average viewing distance. Which is 
why even the image on your HD TV, 
despite the screen's lower resolution, 





looks just fine from 10 feet away. 

Amazingly, less than a decade 
ago, while there was talk of higher 
resolution, there were no products 
available with HD, let alone 
HD-compatible content. Today, man- 
ufacturers have left HD behind, and 
are pushing the barriers of visual 
perception. 

It is fascinating to note how thin 
the displays are becoming. The 
‘Bezel’ model on the new Samsung 


Display technology is pushing the barriers of visual perception 





series 8 LED TV is incredibly thin - 
and had it foregone inpuis and 
speakers, it could have bee Je 
still, And have you seen th 
on the new ultrabook lant: 

What about the lon 
‘bendable’ screens? They are cx 
and within a decade. Last 
watched researchers at HP Le 
Palo Alto, California. working on 
advanced prototypes of these sc 
Some had visual displays that look 
like — others the width 
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it is the’ easy av — 
tively modest cost of hig! h 3 
displays that have made smart 
phones and tablets possible 
than faster processors. 

On the flip side. we are now 
spending more time than ever star 
ing at backlit screens. So, many 
people, particularly children, are 
not sufficiently exposed to 1 
world outside. We 
lifelike representation on sc 
that a few freckles on z sio c ose 
out of place. A news anchor | 
fears HD TV. because she says s 
will need to put on even more make- 
up before appearing on 
process of making li fe ` 
we have forgotten to i 
our windows. 

Display technologies will 
undoubtedly get even E if the 
progress of the last decade is any 
indication, we will probabi 
2020, be living in a world whe 
random surfaces could b 
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his is the season when loads 
of students from engineering 
colleges and business schools 
gear up to join the corporate rat 
race. As is the tradition in this coun- 
try, most of them have had one long. 
uninterrupted stretch of education, 
without any forays into employment. 
They are absolutely new to work 


environments — barring their mini — 


sojourn as interns. Most companies 
have induction exercises for newbies, 
and also give them a good three to 
six months to settle down, during 


which they are put through their ^^ 
paces that often involve short stints / ~ 


in different departments. 

"There are some amazing 
advantages to being a rookie that 
new employees should milk while 
they can," says J.D. Schramm. who 
teaches communications at 
Stanford's Graduate School o? 
Business, in his Harvard Business 
Review blog. But before the blush 
fades, here are some handy tips to 
help you start off on a firm footing. 
They have been culled from conver- 
sations with several HR heads as wel! 
as rising stars within companies. 


Vital Connections: You will never 
have it this good later. Most col- 
leagues will initially let their guard 
down to welcome you into the fam- 
ily. This is the best time for you to get 
to know the system and the real 
extent of each person's involvement 
in the work, as well as the mood of 
the core group. Never be afraid to ask 
questions of your seniors, especially 
the CEO or the Managing Director, 
and in case of family-owned busi- 
nesses, the promoter. The shutters 
will come down soon enough later, 
and your colleagues may withhold 


key insights from you for competitive 
advantage. Besides, CEOs often seek 
change, but the system bogs them 
down in routine. You could be the 
vital element that enables the CEO to 
experiment with change. 


Enthusiasm Is Infectious: Yes, 
everyone expects boundless enthusi- 
asm from new employees. Use this to 
your advantage. Pick up threads of 
what is being sought. and suggest 
new ideas and projects. But not 
before you have done your bit of due 
diligence and homework. If you are 
simply impassioned, but are unwill- 
ing to put in what it takes. people 
may quickly get into the habit of 
dismissing your views. A sense of 
timing also helps. 


No Smart Alecks, Please: You are 
allowed liberties for some time. 
People will make allowances too. But 
that does not mean that those 
around you do not have antennas of 
their own. Just as you are sizing 


Off the Starting Block 


Enjoy the honeymoon period, but prepare for a reality check too 





them up. remember they are busv 


d 
2 
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observing you closely as well 


Do Not Shrug off Dirty lobe: 
Chances are high, that as a new- 
comer, you will be tested with same 
tough assignments. Be prepared to 
take them on. Says K. Ramkumar, 
Executive Director at ICICI Bank: “| 
avoid recruiting youngsters who 
behave like they are God's gift to 
mankind." He constantiy seeks 
young talent that is ready to roll with 
the punches. Companies. even those 
from the US. are stretching them- 
selves to increase their presence in 
the hinterland. Should vou be sent 
there too, you should never display 
reluctance. Many great copy writers 
in agencies and even specialists have 
done the paces as coffee assistants 
and worse. 

Following these broad guidelines 
should make your entry more mean- 
ingful and, hopefully, you will be able 
to use vour lack of ‘complete’ knowl- 
edge to your advantage. € 
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The Rise of an Iconic Institution 


A student-turned-faculty member recounts the 50-year long saga of IIM Ahmedabad 


he Ford Foundation was estab- 

lished in 1936 by Edsel Ford, the 

son of the iconic founder of Ford 
Motor Company. Henry Ford. Set up 
with an initial gift of a mere $25,000, 
the foundation — in which the company 
no longer owns shares — today has 
assets of over $10 billion and disburses 
grants of more than $500 million. 

Why am Í writing about the Ford 
Foundation in a review of a book on the 
Indian Institute of Management, 
Ahmedabad (IIM-A)? Because the 
foundation plaved a crucial role in the 
founding of India's first two IIMs at 
Ahmedabad and Kolkata, partly by 
funding and partly by helping the two 
business schools get influenced by the 
models of Harvard Business School and 
the Alfred P. Sloan School of 
Management, respectively. 

In The UMA Story, author Prafull 
Anubhai — a student-turned-faculty member of the insti- 
tute — captures how these stakeholders along with the 
Indian government and people such as scientist Vikram 
Sarabhai, politician Jivraj Mehta (Gujarat's first chief 
minister) and business baron Kasturbhai Lalbhai created 
one of India's world-class educational institutions. 

The foreword by Keshub Mahindra, a former chair- 
man of IIM-A's board of governors. sets the stage well, 
talking not only about how the institute came into being. 
but also about the author, Anubhai. The introduction by 
the author and the first chapter take forward that spirit, 
and provide a concise account of the goings-on behind 
the setting up of the institute. The perseverance and 
contribution ofthe local business community of Gujarat 


abound, IIM-A would probably have been HM Bombay if 
only Bombay University had agreed to be a partner in the 
initiative. And despite IIM-A being conceived earlier, it 
was actually HM Calcutta that was first launched, in 
November 1961. IIM-A'slaunch followed a month later. 





The HMA Story 
The DNA ofan Institution 
By Prafull Anubhai 
Random House India 
Pages: 270 Price: 3599 


After the first chapter, though, the 
narrative gets more technical and aca- 
demic. and holds true to the author's 
promise of presenting an ‘analytical 
biography’ of the institute. But while 
there is less drama, the information in 
the rest of the book is full of depth and 
insight, and will be of immense value 
to those wanting to know the nitty- 
gritty of IIM-A's constitution, the role of 
its director, its faculty hiring methods, 
its association and tussles with the 
government, its evolution over time, 
among other things. 

Admittedly, writing 'the making 
oL... saga of a 50-year-old institute is a 
tougher task than doing so about a 
younger school such as the 10-year- 
old Indian School of Business. 
Hyderabad. Pramath Sinha, author of 
An Idea Whose Time Has Come, the re- 
cent book about the ISB, had the added 
advantage of being one of the institute's founders (see 
Building the Right B-school, March 18, businesstoday in/ 
isbreview). But while Anubhai may not have contributed 
to founding IIM-A. he is no stranger to the institute, hav- 
ing been associated with it for over 45 years, 27 as a 
member of its board of governors. 

The book is a true reflection of this long stint. but it 
misses out on the student experience. Some of the bright- 
est business minds have passed out of IIM-A and have 
subsequently contributed greatly to companies, society, 
and to the institute itself through its alumni network. A 
deeper insight into this important arm of IIM-A would 
have been of immense value. Again, Anubhai's deliberate 
omission of his own role in the development of the insti- 
tute gives the book a slightly detached, impersonal feel. 
There are some valuable black-and-white photographs 
of bygone days at the end, but their captions are poor. 

These drawbacks, however, do not take away from 
the overall value of Anubhai's effort. @ 


ALOKESH BHATTACHARYYA 
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World Vision India is a Christian humanitarian organisation involved in reaching and transforming the lives of 
millions of children in poverty contexts through community based development programmes & emergency 
relief assistance. World Vision serves all people regardless of religion, caste, race, ethnicity or gender. World 
Vision’s operation globally covers over 100 countries. World Vision India is a locally registered national 
organisation, We are looking for a dynamic person to provide strategic leadership to the organisation’s continu- 
ing pursuit for excellence in delivering the best to the poor. Leverage organisational competencies in HR, OD, 
Legal, Learning & Development, Administrative Services and Information Technology to provide integrated 
solutions for organisational issues - improve, innovate and impact - on a continuous basis. As a member of the 


Executive Leadership Team provide strategic leadership to the whole organisation as well, 
Job Title: GROUP DIRECTOR - Corporate Solutions 


Requirement: Education: Post Graduate/ higher degree in Management with a professional Law degree. 


Experience: Must have atleast 25 years of experience in a related field of which 10 vears should be at the senior 


level of management Preferred Age Group: Between 45 and 55 years. Job location: Chennai. 


Mandatory Core Competencies : Ability to provide strategic & spiritual leadership for various teams for high 
performance. High degree of emotional maturity demonstrating abilities to work cross functional y and leverag- 
ing synergy for organisational excellence. Ability to present strategic view of various organisational issues for 
management and governance level engagements. Demonstrated ability to handle & advise on disciplinary cases 
with full up-to-date understanding of legal requirements. Ability to integrate, innovate and introduce solutions 
in various work related processes. Competence in demonstrating and teaching wholistic leadership and other 


related. areas. À reasonable understanding of the humanitarian industry contributing to executive thought 






-leadership of the organization. Demonstrate commitment to the mission and vision of World Vision. 





Please email your resume within 15 days to india. cv(Qwvi.org. Or send it to the National Director, World Vision india, 16, V. 
Kodambakkam, Chennai 600024. Worid Vision being an equal opportunity employer, we encourage women candidate: 
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Cloud computing may reduce the number of people required for IT maintenance services, 
but will create two million new jobs in India by 2015, says Goutam Das 


t is a chilling message for the 

2.8 million strong workforce that 

makes up India's information 
technology (IT) industry. As an 
increasing number of enterprises 
adopt cloud computing. there will be 
a sharp slump in the demand for 
installation and maintenance engi- 
neers. For many in the industry, the 
option will be stark: reskill or perish. 

Cloud computing, which has 
existed in some form or the other 
since 2005 but only picked up over 
the last three years, is a new para- 
digm whereby computing is delivered 
as a service over the Internet rather 
than as a product installed inside a 
company's premises. Many believe 
that firms will shortly no longer have 
to maintain IT assets such as servers, 
storage and software in-house. They 
will be able to rent these as and when 
required, sharply reducing expensive 
upfront investments in IT infrastruc- 
ture. Cloud enthusiasts, in fact, main- 
tain that renting computing power 
will become as easy as consuming an 
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application from the iPad — simply go 
to an online store. look for the appli- 
cations you need, pay and use them. 

Great news except for those 
whose jobs are threatened. "The 
provisioning of applications was 
earlier being done by IT teams. There 
will be fewer such people required 










VAST POTENTIAL 


Jobs cloud computing 
could generate globally 


o 
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since the tenet of the cloud is auto- 
mation and self service," says 
T. Srinivasan, Managing Director of 
virtualisation and cloud infrastruc- 
ture firm VMware (India). 

However, not all IT engineers 
need start worrying. "Certain catego- 
ries of engineers will continue to be 
in demand and many more jobs 
could be created to offset the loss in 
maintenance," adds Srinivasan. 

The number of jobs in application 
development for the cloud, for 
instance, will increase. Engineering 
colleges and technical institutes such 
as NIIT are already training gradu- 
ates and engineers who want to 
reskill in writing 'cloud-ready' 
applications. While coders use frame- 
works such as .net and program- 
ming languages such as Java to cre- 
ate applications for traditional IT. 
writing cloud applications will 
require newer frameworks such as 
SpringSource and Ruby on Rails. 

There will be more new job ave- 
nues, which will get better defined in 


the coming years, as the market for 
the cloud matures. However, it is 
essential for IT engineers to be ready 
to adapt. “Engineering for the cloud 
requires a mindset change.” says 
Rajesh Janey, President, India EMC 
Corp, a global IT storage firm. “It is 
also important to develop talent from 
the grassroots level rather than just 
reskilling existing talent.” 

A study by EMC and Zinnov 
Management Consulting estimates 
the total cloud market in India at 
$400 million: this is expected to 
touch $4.5 billion by 2015. It 
expects the private cloud market. 
where the infrastructure is operated 
for specific companies, to create 
100,000 IT jobs by 2015 from 
10,000 today. It also warns that 
companies are currently underskilled 
in addressing cloud computing 
implementations. 

A new role in the cloud space is 
that of an ‘enterprise cloud archi- 
tect’, an expert who understands 
both IT infrastructure and applica- 
tions, and can design and manage 
application frameworks and opera- 
tions. “This is different from tradi- 
tional IT services where the developer 
only bothered about developing the 
application and the infrastructure 
engineer only worried about main- 
taining the IT assets,” says Kalyan 
Kumar, a senior executive from HCL 
Technologies’ Infrastructure Services 
division. “In the new role, these two 
domains are coming together.” 

Besides technical jobs, marketing 
and selling of cloud-based solutions 
will also be required, which in turn 
will create a host of new positions. 
Cloud computing is also giving rise to 
anew generation of software product 
companies, which can now sell their 
products on an on-demand basis 
over the Internet. Sports analytics 





RAINING JOBS 


Projected compound annual growth rate of jobs wor 
between 2011 and 2015, thanks to cloud computing 
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firm Sportingmindz, for instance, 
started in Bangalore in 2006 offers 
its products on a cloud platform. 
Idhasoft, an Indian company started 
in 2006 with operations in the US, 
has a cloud application that provides 
a management system for medium- 
sized hospitals globally. 

"Previously, software product 
firms in India needed enormous 
amounts of money to sell abroad," 
says Ramkumar Pichai, General 
Manager, Customer and Partner 
Experience, Microsoft India. “They 
would need to send people abroad 
and set up offices. With cloud, you 
will see many more product compa- 
nies coming up in India.” 

It is early days yet, but IT engi- 
neers who can write cloud-ready 
applications, provision and maintain 
the infrastructure at the back-end, 
appear to have an edge over their 
peers. VMware-certified engineers — 
the company conducts a course to 
enhance technical skills for cloud 


technologies — enjoy a premium of 


seven to 10 per cent in the market. 
"This is true of any innovation 
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cycle,” says EMC's Janey. “The early 
adopters they thraw up tend fo 
be valued.” 

The cloud's impact on other parts 
of the economy will also be signif- 
cant. According to a paper by 
research firm IDC, jobs will be created 
across functional areas such as mar- 
keting. sales, finance and administra- 
tion, production and service. More 
than 50 per cent will be in small and 
medium businesses, two million phus 
each in communications and media, 
and manufacturing, and over 
1.4 million in banking. Of the 
13.8 million jobs created globally by 
2015 because of cloud computing, 
two million will be in india. 

Since companies save capex Dy 
using the cloud, the money can be 
ploughed back into their core busi- 
ness. “The rationale for job growth is 
that IT innovation allows for business 
innovation which leads to business 
revenues. This leads to job creation.” 
says the IDC study. Great news at a 
time of economic uncertainty. ® 
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Peoplebusiness 


Ruling Britannica 


windling print sales 
led to the print 
version of the 
244-vear-old Encyclopaedia 
Britannica suspending pub- 
lication last month. 
Britannica's online version, 
however, begun a few years 
ago, flourishes. Few are 


aware that plaving a vital role in the growth of 


the online edition is Bangalore-based SAMEER 
SHARIFF. He is the founder and CEO of Impelsys. 
the online content delivery company which built 
a platform for the delivery of eBooks to 
Britannica's global library market. 

Many reference books and journals are now 
available digitally and accessed by state libraries 
in the United States in their digital version, rather 
than being stocked in print form. The libraries 
subscribe to these publications, and Impelsys, 
which has prepared the platform for many such 
books, pockets a percentage from each 
subscription. 

"The closure of Britannica's print version is an 
example of what's happening in the industry," 
says Shariff. "All publishers are challenged by 
declining print sales. They need to rejig their 
business models. People are consuming more 
content digitally as devices proliferate." 

Shariff. who graduated from Wharton school 
in the US in 1995, still preserves an ATM 
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withdrawal slip from that 
year, which shows his bank 
balance as $1.99. But he 
had the heart of an 
entrepreneur and despite his 
relatively-prosperous state 
today, says proudly: "I never 
worked for anybody." His 
first venture was Medsite, an 
online pharma marketing firm, which he made 
such a success of that it was acquired by WebMD 
in 2006 for $40 million. His second venture, 
begun about a decade ago. was Impelsys. 

This one, however, had an initially bumpy ride. 
It finally broke through in 2008 with the formula 
of creating platforms for publishers delivered over 
the cloud. Impelsys now has 100 publishers 
among its clients, including McGraw Hill, Sesame 
Street, the MIT Press and Harper Collins, who use 
its platform called 'iPublishCentral' to market, 
distribute and deliver content to dillerent devices. 
The platform, hosted remotely by the company. 
has software and applications to manage the 
workflow of the publisher. 

“Now we can scale because we have 
demonstrated the platform works," says Shariff. 
Impelsys's growth has been sharp: it earned 
around $10 million in revenues, having grown 
2000 per cent in its transactions business in the 
last financial year alone. 
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Taste of Britain 


There is more to British cuisine 
than fish and chips. ROB REES, one 
of Britain’s leading chefs, proved it 
during his recent visit to New Delhi, 
Hyderabad and Bangalore. Indeed 
Rees also prepared a ‘Taste of 
Britain’ menu for the gala dinner 
at the India Today Conclave in th: 
capital on March 17. There is more 
to him than his culinary skills as 
well. A entrepreneur with a heart, 
he employs physically challenged 
chefs at his restaurant back home. 
Star Bistro. He is also a campaigner 
for nutritious food and scorns 
burger joints. Britain and India, 

he feels, can cooperate in the food 
business. "The UK has quality 
farming, good education for 

chefs and great processes, cheese 
making, for instance," he says. 
"There is also lot to share aroum 
how we are managing nutrition 

in our schools." 
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S.R. Hiremath 


Activist 





.. Digging Up 
| the Dirt 


These were the two key men M ed la S O [ tW are 


behind stopping illegal iron : BP bri | Czar 
ore mining in Karnataka’'s f HURN, E 
Bellary district. UDAY VIR 
SINGH, 54, a 1985 batch 
Indian Forest Service officer 
led the 30-month long 
probe into the mining, 

and prepared a 25,800-page 
report which revealed 

the names of bureaucrats, 
politicians and companies 
benefitting from it. But the 
report may have gathered 
dust were it not for 
SANGAYYA RACHAYYA 
HIREMATH, 68, an out-of- 
the-box activist steeped in 
Gandhian thought, who 
brought the Supreme Court 
into the picture. He filed a 
public interest litigation 

in the highest court which, 
after its hearings, ordered 
the suspension of all 

private mining activity in 
Karnataka. Singh is now a 


hye à T hg u ~ 
member of the Justice M.B, P Ria. AS ES - 
Shah Commission, which typ E KEN 07 wr 
is investigating mining tha à winds Xe , 
irregularities across India. a ug 


K.R. BALASUBRAMANYAM ft) 


He is the only Indian chief ex 

ot a top Silicon Valley compan 
surprisingly, Adobe System 
company SHANTANU NARAYEN 
heads, is doing so much work 
India. "It is our Noida : ampus 
building the software tools th; 
media companies to help creat 
as well as to monetise it." he s 
and educated in Hyderabad, Nara 
who is refashioning Adobe int 
company which powers cont 
and distribution, says the wa’ 
being consumed IS | hanging 
"and media houses across the 
finding their own unique ans) 
their problems”. The advanta 
Indian media companies? “T| 
see what others have done.” + 
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Shantanu Narayen 


CEO, Adobe Systems 
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Leaderspeak 


































RAJIV LALL 


MD & CEO, IDFC Ltd 


My leadership style 

EH Delegative 

EB Participative 
m Authoritative 
BÉ All of the above 


The political leader 
| admire the most 


Nitish Kumar 


The business leader 
| admire the most 


Nandan Nilekani 


The leadership lesson 
| remember the best 


Humility 





A movie | would 
recommend on 
leadership 


Invictus 


The difference 
between a manager 
and a leader 13 
A leader has vision 
and charisma. 
A manager has 


competence 


All good managers 
are good leaders 


No 


As told to N. Madhavan 
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With more than 50,000 calls a day coming 
in from people speaking 170 different 
languages, New York City needed a way to 
field a constant stream of non-emergency 
phone requests. We helped the city develop 
311, a 24/7 phone and online customer 
service centre that provides nearly 4,000 
services to free up resources and provide 
faster customer response times. 125 million 
calls later, the city is performing better than 
ever. That's high performance, delivered. 
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